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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes Docket'No. R2001-1 

DESIGNATION OF WRITTEN CROSS-EXAMINATION 

Partv 
United States Postal Service 

Kirk T. Kaneer (USPS-T-38) 

Office of the Consumer Advocate 

James M. Kiefer (USPS-T-33) 

Postal Rate Commission 

Linda A. Kingsley (USPS-T-39) 

KeySpan Energy 

L. Paul Loetscher (USPS-T-41) 

Coalition of Religious Press 
Associations and National Federation 
of Independent Publications 

Susan W. Mayo (USPS-T-36) 

Off ice of the Consumer Advocate 

lnterroaatories 

DBP/USPS-155 redirected to T38 

POlR 8, Ouestions 3,7(a)-(b) 
POlR 9, Question l(a)-(b) 

KUUSPS-T39-3, 13 

CRPA-NFIP/USPS-T41-1-4 

DBPIUSPS-105. 113, 141, 144-146 redirected to 
T36 

POlR 8. Question 6 Postal Rate Commission 



Parhr 

Michael W. Miller (USPS-T-22) 

American Postal Workers Union, 
AFL-CIO 

5393 

lnterroaatories 

KeySpan Energy 

Major Mailers Association 

Postal Rate Commission 

Joseph D. Moeller (USPS-T-28) 

Postal Rate Commission 

Joseph D. Moeller (USPS-T-32) 

Major Mailers Association 

Maura Robinson (USPS-T-29) 

Postal Rate Commission 

United States Postal Service 

Leslie M. Schenk (USPS-T-43) 

Postal Rate Commission 

KWUSPS-T22-14-16, 21 

KEIUSPS-T39-1 redirected to T22 
MMNUSPS-T22-1, 4a. e-f, 5a-b, 6a. 8b. d. 9-15. 
16a-c. 18, 20a. f, 22, 24, 26-27, 29a-d. 31 -32, 33a- 
j, I-n. q, 34-37, 38c-d, f-k. 40-41, 43, 44a-c.1, c.2, 
e, 45-47, 48d, 50-51, 52c, 54-55, 56a-e. 57-63, 66- 

MMNUSPS-T43-19 redirected to T22 
69, 72-75 

KWUSPS-T22-5-10, 20, 23-24, 28 
KE/USPS-T39-14 redirected to T22 
MMNUSPS-T22-25 

MMA/USPS-T22-49 

POlR 8, Question 11 

POlR 9, Question 3 

POlR 8. Questions 8, 11 

POlR No. 2, Question 6 Attachment pp. 1-4 

POlR 4, Question 6 

POlR 4, Question 6 

POlR 8, Questions 9, 10 
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m 
Marc A. Smith (USPS-T-15) 

Major Mailers Association 

Postal Rate Commission 

Altaf H. Taufique (USPS-T-34) 

Postal Rate Commlsston 

William P. Tayman (USPS-T-6) 

Postal Rate Commission 

George S. Tolley (USPS-T-7) 

Postal Rate Commission 

Institutional 

American Postal Workers Union, 
AFL-CIO 

Major Mailers Association 

Office of the Consumer Advocate 

Postal Rate Commission 

lnterroaatories 

MMNUSPS-T22-7c redirected to T15 

POlR 8, Question 4(a)-(c) 
, ;  

POlR 9, Question 2(a)-(b) 
POlR 10. Question 1 

POlR 8, Question 5 

POlR 8, Questions 1,2 

MMNUSPS-T22-52a-b redirected to USPS 

MMNUSPS-3 
MMNUSPST22-7d redirected to USPS 

DBPIUSPS-9, 83, 88, 1 14-1 20, 123a, 130d, 138a- 
b, 150-1 51, 153-1 54, 156 
OCNUSPS-66,68,70, 72, 77,311, 313 
OCNUSPS-T30-19a-c redirected to USPS 

POlR 9. Questions 4 

Respectfully submitted, 

Steven W. Williams 
Secretary 
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INTERROGATORY RESPONSES 
DESIGNATED AS WRITTEN CROSS-EXAMINATION 

lnterroaatory 

United States Postal Service 

Kirk T. Kaneer (USPS-T-38) 
DBP/USPS-I 55 redirected to T38 

James M. Kiefer (USPS-T-33) 
POlR 8, Questions 3, 7(a)-(b) 
POlR 9, Question l(a)-(b) 

Linda A. Kingsley (USPS-T-39) 
KWUSPS-T39-3 
KUUSPS-T39-I 3 

L. Paul Loetscher (USPS-T-41) 
CRPA-NFIP/USPS-T41-1 
CRPA-NFIP/USPS-T41-2 
CRPA-NFIP/USPS-T41-3 
CRPA-NFIP/USPS-T41-4 

Susan W. Mayo (USPST-36) 
DBP/USPS-I 05 redirected to T36 
DBPNSPS-113 redirected to T36 
DBPIUSPS-141 redirected to T36 
DBP/USPS-144 redirected to T36 
DBPIUSPS-145 redirected to T36 
DBPIUSPS-146 redirected to T36 
POIR 8. Question 6 

Michael W. Miller (USPS-T-22) 

KWUSPST22-5 
KWUSPS-T22-6 
KWUSPS-T22-7 
KWUSPS-T22-8 
KWUSPS-T22-9 

Desianatina Parties 

OCA 

PRC 
PRC 

KeySpan 
KeySpan 

CRPA-NFIP 
CRPA-NFIP 
CRPA-NFIP 
CRPA-NFIP 

OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
PRC 

KeySpan 
KeySpan 
Keyspan 
KeySpan 
KeySpan 
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lnterroaatory 

KWUSPS-T22-10 
KUUSPS-T22-14 
KUUSPS-T22-15 
KE/USPS-T22-16 
KUUSPS-T22-20 
KUUSPS-T22-21 
KWUSPS-T22-23 
KUUSPS-T22-24 
KVUSPS-T22-28 
KUUSPS-T39-1 redirected to T22 
KWUSPS-T39-14 redirected to T22 

MMNUSPS-T22-4a 
MMNUSPS-T22-4e 

MMNUSPS-T22-5a 

MMNUSPS-T22-6a 

MMNUSPS-T22-1 

MMNUSPS-T22-41 

MMNUSPS-T22-5b 

MMNUSPST22-8b 
MMNUSPS-T22-8d 
MMNUSPS-T22-9 
MMNUSPS-T22-10 
MMNUSPS-T22-11 
MMNUSPS-T22-12 
MMNUSPS-T22-13 
MMNUSPS-T22-14 
MMNUSPS-T22-15 
MMNUSPS-T22-16a 
MMNUSPS-T22-16b 
MMNUSPS-T22-16c 
MMNUSPS-T22-1 8 
MMNUSPS-T22-20a 
MMNUSPS-T22-201 
MMNUSPS-T22-22 
MMNUSPS-T22-24 
MMNUSPST22-25 
MMNUSPS-T22-26 

Desianatina Parties 

KeySpan 
APWU 
APWU 
APWU 
KeySpan 
APWU 
KeySpan 
KeySpan 
KeySpan 
APWU 
KeySpan 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APW U 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
KeySpan 
APWU 



5397 

lnterroaatory 

MMA/USPS-T22-29a 
MMA/USPS-T22-27 

MMA/USPS-T22-29b 
MMA/USPS-T22-29C 
MMNUSPS-T22-29d 
MMA/USPS-T22-31 
MMNUSPS-T22-32 
MMNUSPST22-33a 
MMA/USPS-T22-33b 
MMA/USPS-T22-33C 
MMA/USPS-T22-33d 
MMA/USPS-T22-33e 
MMNUSPS-T22-33f 
MMA/USPS-T22-33g 
MMA/USPS-T22-33h 
MMA/USPS-T22-33i 
MMA/USPS-T22-33j 

MMA/USPS-T22-33m 
MMA/USPS-T22-331 

MMA/USPS-T22-33n 
MMA/USPS-T22-33q 
MMA/USPS-T22-34 
MMA/USPS-T22-35 
MMA/USPS-T22-36 
MMNUSPST22-37 
MMA/USPS-T22-38C 
MMA/USPS-T22-38d 
MMNUSPS-TZ2-38f 
MMNUSPS-T22-38g 
MMNUSPS-T22-38h 
MMNUSPST22-38i 
MMNUSPST22-38j 
MMNUSPS-TZ2-38k 
MMNUSPS-T22-40 
MMNUSPST22-41 
MMNUSPS-T22-43 
MMA/USPS-T22-44a 

Desiqnatina Parties 

APWU 
APW U 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APW U 
APWU 
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lnterroaatory 

MMNUSPS-TZ2-44b 
MMNUSPS-TZ2-44c 1 
MMNUSPS-T22-44c.2 
MMNUSPS-TZ2-44e 
MMNUSPS-T22-45 
MMNUSPS-T22-46 
MMNUSPS-T22-47 
MMNUSPS-TZ2-40d 
MMNUSPS-T22-49 
MMNUSPS-T22-50 
MMNUSPST22-51 
MMNUSPS-TZ2-52c 
MMNUSPS-T22-54 
MMNUSPS-T22-55 
MMNUSPS-T22-56a 
MMNUSPS-T22-56b 
MMNUSPS-TZ2-56c 
MMNUSPS-T22-56d 
MMNUSPS-TZ2-56e 
MMNUSPS-T22-57 
MMNUSPS-T22-50 
MMNUSPS-T22-59 
MMNUSPS-T22-60 
MMNUSPS-T22-61 
MMNUSPS-T22-62 
MMNUSPS-T22-63 
MMNUSPST22-66 
MMNUSPS-T22-67 
MMNUSPS-T22-60 
MMNUSPS-T22-69 
MMNUSPS-T22-72 
MMN US PS-T22-73 
MMNUSPS-T22-74 
MMNUSPS-T22-75 
MMNUSPS-T43-19 redirected to T22 
POlR 8, Question 11 
POlR 9, Question 3 

Desionatino Parties 

APWU 
APWU 
APWU 
APWU 
APWU 
APW U 
APWU 
APWU 
MMA 
APWU 
APWU 
APWU 
APW U 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
APWU 
PRC 
PRC 
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Interrogatory Desianatino Parties 

Joseph D. Moeller (USPS-T-28) 

POlR 8, Questions 8, 11 PRC 

Joseph D. Moeller (USPS-T-32) 
POlR No. 2. Question 6 Attachment pp. 1-4 MMA 

Maura Robinson (USPS-T-29) 
POlR 4, Question 6 PRC, USPS 

Leslie M. Schenk (USPS-T-43) 
POlR 8, Questions 9, 10 PRC 

Marc k Smith (USPS-T-15) 
MMA/USPS-T22-7c redirected to T15 
POlR 8. Question 4(a)-(c) 

Altaf H. Taufique (USPS-T-34) 
POlR 9. Question 2(a)-(b) 
POlR 10, Question 1 

William P. Tayman (USPS-T-6) 
POlR 8, Question 5 

George S. Tolley (USPS-T-7) 
POlR 8, Questions 1,2 

Institutional 

DBPIUSPS-9 
DBPIUSPS-83 
DBPIUSPS-88 
DBPIUSPS-114 
DBP/USPS-115 
DBPIUSPS-116 
DBPIUSPS-117 
DBPIUSPS-118 
DBPIUSPS-119 

MMA 
PRC 

PRC 
PRC 

PRC 

PRC 

OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
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United States Postal Service 

Kirk T. Kaneer 
(USPS-T-38) 
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lnterroaatory 

DBPIUSPS-123a 

DBPIUSPS-138a 

DBPIUSPS-120 

DBPIUSPS-130d 

DBPIUSPS-I 38b 
DBPIUSPS-I 50 
DBPIUSPS-I 51 
DBPIUSPS-I 53 
DBPIUSPS-154 
DBPIUSPS-156 
MMNUSPS-3 
MMNUSPS-TZ2-7d redirected to USPS 
MMNUSPS-T22-52a redirected to USPS 
MMNUSPS-T22-52b redirected to USPS 
OCNUSPS-66 
OCNUSPS-68 
0cNusPs-70 
OCNUSPS-72 
OCNUSPS-77 
OCNUSPS-311 
OCNUSPS-313 
OCNUSPS-T30-l9a redirected to USPS 
OCNUSPS-T30-19b redirected to USPS 
OCNUSPS-T30-1 9c redirected to USPS 
POlR 9. Questions 4 

Destanatina Parties 

OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
MMA 
MMA 
APWU 
APWU 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
PRC 
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RESPONSE OF UNITED STATES POSTAL WITNESS KIEFER 

TO PRESIDING OFFICER’S INFORMATION REQUEST 8 

3. The FY 2000 piece data for Zone 5 of Intra-BMC Parcel Post in LR-J-106 
does not match the data in LR-J-67, Attachment E, Table 3, page 5. 
Please reconcile the differences and provide revised exhibits, testimony, 
and library references as necessary. 

RESPONSE 

The volumes shown for Intra-BMC zone 5 Parcel Post in LR-J-67 (16,871) reflect 

only the Form 12 data for this rate category and zone. The billing determinants 

data shown in LR-J-106 for Intra-BMC zone 5 contain an additional 29,916 

pieces identified from the USPS Permit system. These additional pieces were 

distributed to weight increments in the same proportions as the pieces in the 

Form 12 data employed by witness Eggleston. The total volume for zone 5 in the 

billing determinants is the sum of the Form 12 pieces and the Permit pieces. The 

aggregated Form 12 and Permit volume benchmarks to the RPW data, so it is 

the appropriate volume figure to use for rate design purposes. Witness 

Eggleston used the Form 12 data (without the additional Permit data) to develop 

average cubic feet estimates, to calculate the percent of each rate category that 

is machinable, and to run the regressions to develop the cube-weight relationship 

estimates. These uses of the data were internally consistent since only Form 12 

data were used throughout these analyses. Witness Eggleston used my TYBR 

volume profiles, which were based on the billing determinants, for all of her cost 

and worksharing cost savings estimates. Given the limited and internally 

consistent use of the Form 12 data, as well as the relatively small size of the 

difference, neither witness Eggleston nor I believe that any material effects were 

produced on the costing or pricing analyses or outcomes, so no revisions to 

exhibits, testimony or library references are necessary. 



~ 

5403 

United States Postal Service 

James M. Kiefer 
(USPS-T-33) 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER 
TO INTERROGATORY OF DAVID 6. POPKIN 

DBPIUSPS-155 Please refer to your response to DBP/USPS-122 subpart c and d. 
[a] Please provide a copy of the referenced Publication 431. [b] The requested 
procedures also relates lo the lime period that the updates will be made, such as on an 
annual basis, prior to each omnibus rate case, elc. What time period is contemplated for 
updating the data? 

RESPONSE: 

(a) 

(b) 

Please see library reference J-216 

Again, no determinations have been made. 
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RESPONSE OF UNITED STATES POSTAL WITNESS KIEFER 

TO PRESIDING OFFICER'S INFORMATION REQUEST 8 

7. This question refers to LR-J-106 and LR-1-62 from Docket No. R2000-1. 
(a) The calculation of the piece charge for Parcel Post involves 

subtracting the surcharges from the total amount to be recovered by 
the piece charge. In LR-1-62 witness Plunkett used the proposed 
nonmachinable surcharge rate times the estimated TYBR 
nonmachinable volume to calculate the surcharges for Inter-BMC, 
Intra-BMC. and DBMC. In LR-J-106 witness Keifer uses the unit 
cost, rather than the proposed rate, of the nonmachinable parcels for 
Inter-BMC, Intra-BMC and DBMC to calculate the surcharges. 
Please explain the rationale for this change in methodology. 

(b) In LR-J-106 witness Kiefer increases the piece charge by a "rate 
constraint revenue reallocation factor" of 101%. Please explain how 
this factor is derived. 

RESPONSE 

(a) The method I used places all leakages and surcharges on an equal 

footing before adjustments are made, with passthroughs set at 100%. Then, as 

passthroughs are reduced from loo%, the revenue recovery impact of reducing 

the passthrough is apportioned to all Parcel Post mail pieces roughly 

proportionately to each piece's revenue burden. Using my method, the markup 

factor is slightly higher than if the reduction in surcharge passthroughs are 

assumed a priori, which is the approach used by witness Plunkett in Docket No. 

R2000-1. Both approaches yield the same amount of target revenue. Both 

methods represent reasonable approaches to reallocating the relatively small 

amounts of revenue required to offset the surcharge reductions. I believe that 

the approach I used has merit since it treats all factors requiring revenue 

adjustments (worksharing leakages, surcharge reductions, etc.) on a consistent 

basis. 

(b) 

some revenue was lost. The 'rate constraint revenue reallocation factof was 

applied to give the per-piece rate element a slightly higher weight in recovering 

this lost revenue than it would have borne if the markup factor had simply been 

During the rate design process, when rate constraints were imposed, 
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RESPONSE OF UNITED STATES POSTAL WITNESS KIEFER 

TO PRESIDING OFFICER’S INFORMATION REQUEST 8 

increased. increasing the per-piece rate element shares the burden of 

recovering revenues lost via rate change mitigation more equally to all Parcel 

Post pieces than would increasing the markup factor. The value used for the 

revenue reallocation factor was judgmentally determined to accomplish what I 

believe to be a fair and equitable redistribution of the burden of recovering lost 

revenue. 

, .  



RESPONSE OF UNITED STATES POSTAL WITNESS KIEFER 
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 9 

1. Please refer to USPS-LR-J-I 06. 
(a) In WP-BPM-16, the single-piece rates are developed using the “adjusted 

rate elements” for flats, rather than parcels. Please explain the rationale 
for using the flat rate element rather than the parcel rate element. 
In WP-BPM-27 the barcode discounts for parcels, both single-piece and 
presort, are developed using the total volume instead of the parcel 
volume. Please explain the rationale for using total volume. 

(b) 

RESPONSE 

(a) The rates identified as the Single Piece BPM parcel rates in workpaper 

WP-BPM-76 were developed using the Single Piece BPM flats rate 

elements due to a spreadsheet error. These proposed Single Piece rates 

were subsequently used to calculate TYAR revenues, so the projected 

revenues shown in workpapers WP-BPM-27 and WP-BPM-28 are 

consistent with the proposed rates. Because only a small number of BPM 

pieces use the Single Piece rates, the soie impact of the error was to shifl 

a slight amount of revenue recovery (less than $900,000) from Single 

Piece BPM to presorted BPM. Given the small impact of the error, I 

believe that the BPM rates originally proposed remain appropriate and 

meet all the pricing criteria of the Postal Reorganization Act. 

The numbers of pieces expected to bear parcel barcodes was calculated 

by applying percentages (Items [7a] and [7b] on workpaper WP-BPM-1) to 

total single piece and presort volumes, respectively. These percentages 

are the ratios of single piece parcel barcoded pieces to total single piece 

volume and of presort parcel barcoded pieces to total presort volume, 

calculated from historical RPW data. Since the percentages of parcel 

(b) 

5407 i 

. 

barcoded pieces were calculated from historical lofalvolumes, those 

percentages should be applied to test year totalvolumes to derive the 

appropriate numbers of parcel barcoded pieces in the test year. Had the 
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RESPONSE OF UNITED STATES POSTAL WITNESS KIEFER 
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 9 

percentages been derived as ratios of parcel barcoded pieces to base 

year parcel-shaped pieces (assuming those data were available), then it 

would have been appropriate to multiply those percentages by the test 

year volumes of only parcel-shapedpieces. Of course, in that case, the 

percentages would have been proportionately higher, since the 

denominators of the ratios were smaller. Using either approach, the 

estimated volumes of parcel barcoded pieces, and the revenue impacts, 

would have been identical. 
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United States Postal Service 

Linda A. Kingsley 
(USPS-T-39) 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KINGSLEY 
TO INTERROGATORIES OF KEYSPAN ENERGY 

KEIUSPS-T-39-3 Please refer to your response to Interrogatory KEIUSPS-T10-6c in 
Docket No. WOOO-1 where you testified that the Postal Service expected to finalize by 
automation 94.1% of all barcoded letter volume in the incoming seconda6 operation by 
the test year in that case. 

A. Was this goal achieved? Please support your answer. 

6. What is the projection for the test year in this case? 

C. Does your projection include letters addressed to a post office box? 
Please explain. 

Response: 

A. Yes. The projection of 94.1% was based on incoming secondary letters that were 

sorted on automation equipment in the plants. The final number was 94.8% for the 

year. 

6. No projection has been made for the test year at the present time. 

C. If a projection were available for the test year, letters addressed to post oftice boxes 

would be included. 
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Total ' 

First Class 
AP 13. FY 01 

Revised 12/03/01 

3,007,541 6,649,493 946,754 

2,610,868 3,803,057 545,863 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KINGSLEY 
TO INTERROGATORIES OF KEYSPAN ENERGY 

Standard I 112.854 

KEIUSPS-T-39-13 Please refer to the Postal Service's response to Interrogatory 
OCNUSPS-62. 

2,805,734 363,027 

A. 

B. 

C. 

D. 

E. 

Please confirm that the Postal Service barcoded 3,007,541,000 letters dunng AP 12. 
FY 01. If no, please explain 
Please confirm that the Postal Service failed to barcode 946,754,000 letters during 
AP 12, FY 01. If no, please explain 
Please confirm that the Postal Service could potentially have barcoded 
3,007,541,000 plus 946,754,000 letters or 3,954,295,000 during AP 12, FY 01 If no, 
please explain. 
Please confirm that the Postal Service could not or did not barcode 946,754,000 
13,954,295,000 or 23.9 % of the letters dunng AP 12, FY 01, If no, please explain. 
For the test year, what percent of total letters will the Postal Service fail to barcode, 
given the fact that 23.9 % of the letters were not barcoded during AP 12, FY 017 
Please S U D D O ~ ~  vour answer. 

F Please fill in' the following table and correct any volume figures shown if they are not 
correct. 

Volume of Barcoded and Non-barcoded Letters (000) 
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Revised 12/03/01 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KINGSLEY 
TO INTERROGATORIES OF KEYSPAN ENERGY 

RESPONSE: 

A. Confirmed 

E. Not confirmed. The Postal Service will never be able to finalize 100% of letters and 

cards that are processed by the MLOCR-ISS and RCR systems. See response to 

MMAJUSPS-T224D. 

C. Not confined. The Postal Service does not expect to finalize all letters and cards 

since not every card and letter can be read. The Postal Service attempts to barcode 

machinable cards and letters not prebarcoded. but due to insufficient addresses, 

addresses not matching the data base, etc., sometimes the attempts are 

unsuccessful. The non-machinable letters and cards that obviously can’t be 

barcoded on an OCR or through RBCS are also included in the non-barcoded 

volume. Unless all non-machinable letter volume goes away, we will be unable to 

reach anything close lo 100%. 

D. Not confirmed. See KE/USPS-T39-13C. The 3.9 billion figure is only USPS-applied 

barcodes. not total barcodes. 

E. Under the Letter Recognition Enhancement Program (USPS-LR-J-BZ), the Postal 

Service has targeted a MLOCR-ISSIRCR finalization rate of 93.25. See response to 

MMNUSPS-T22-4D. 

F. Completed above, Total excludes Periodicals letters. 
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United States Postal Service 

L. Paul Loetscher 
(USPS-T-41) 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS L. PAUL 
LOETSCHER TO INTEROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS AND NATIONAL FEDERATION OF INDEPENDENT PUBLICATIONS 

CRPA-NFIPIUSPS-T41-3. 

(a) Your response to MPNUSPST34-2, redirected to you from Witness Taufique states 
that "The PERMIT system collects Postage statement data (form 3541) for roughly 
95 percent of Periodicals Outside-County mail Trial Balance revenue.' What percent 
of total Periodicals Outside-County publications does the PERMIT system 
represent? 

(b) Please supply the same information requested in part (a) separately for Regular- 
Rate, Nonprofit. and if necessary, Science of Agriculture Publications. 

RESPONSE: 

(a) I know of no USPS database that contains information on the total number of 

publications that entered mail at Periodicals Outside-County rates in FY 2000. 

(b) See response to CRPA-NFIP-T41-3, subpart (a). 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS L. PAUL 
LOETSCHER TO INTEROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS AND NATIONAL FEDERATION OF INDEPENDENT PUBLICATIONS 

CRPA-NFIPIUSPS-T41-2. 

In your response to CRPA-NFIP/USPS-T43-14(e), you refer to publications that enter 
mail at both Nonprofit Periodicals and Regular Periodicals rates. Please clanfy how a 
publication can enter at both Nonprofit and as Regular Rates. 

RESPONSE: 

It is my understanding that a publication can enter mail at both Periodicals Nonprofit 

rates and Periodicals Regular rates in the same fiscal year if Nonprofit Periodicals 

mailing privileges are granted or revoked within the fiscal year. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS L. PAUL 
LOETSCHER TO INTEROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS AND NATIONAL FEDERATION OF INDEPENDENT PUBLICATIONS 
, .  

CRPA-NFIP/USPS-T41-1. 

(a) In your response to CRPA-NFIP/USPS-T-34-14(d), redirected to you from Witness 
Taufique. you report that 91 of 256 Nonprofit publications with "measurable zone 
distribution and an estimated issue size between 0-1,000 copies mailed more than 
50 percent of there [sic] copies at DDU, DSCF or Zone 182 rates." Confirm that the 
USPS data which are presented in this response also show that in addition to the 
256 publications described above, there are also 3,974 nonprofit publications with 
circulation per issue of 0-1.000 which report 0 advertising percentage for all mailings 
in FY2000, and for which no destination entry data are currently available. 

(b) Confirm that the 91 nonprofit publications in the 0-1,000 circulation stratum which 
you desuibe as having 50% or more of copies dropshipped to DDU, DSCF or Zone 
182 entry points represent only 2.15% of the total (4230) publications in the 
nonprofit publications category which have and estimated issue sizes of 0-1,000 
copies per issue. 

RESPONSE: 

In the PERMIT system database there are 3,974 publications with estimated 

issue size between 0-1.000 copies paying Periodicals Nonprofit rates for all 

mailings in FY2000 which reported 0 percent advertising in M2000 so the zone 

distribution of these publications could not be determined. 

Confirmed. but this does not imply that only 2.15 percent of Nonprofit 

publications with issue size between 0 - 1,000 copies have 50 percent or more of 

their copies entered at the DDU, DSCF or within 150 miles of the destination. 

Some of the publications with no advefiising may have over 50 percent of mailed 

copies entered at the DDU, DSCF or within 150 miles of their destination. The 

number of these publications cannot be determined since zone information is not 

available for publications with no advertising. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS L. PAUL 
LOETSCHER TO INTEROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS AND NATIONAL FEDERATION OF INDEPENDENT PUBLICATIONS 

CRPA-NFIP/USPS-M14. 

Your Table 1 which follows your response to MPNUSPST34-2, shows a total of 25,872 
Periodicals mailed Outside-County in N2000. 

(a) Of the 25.872. how many are Nonprofit, and how many are Regular Rate? 

(b) How many periodicals are there in the Outside-County subclass in addition to the 
25.872 "Permit System Periodicals Outside-County" publications listed in your table 
1, M PNUSPST34-2? 

(c) Of the non-PERMIT periodicals, the number which is requested in part (b). how 
many are Regular-Rate and how many are Nonprofit? In providing this information 
please identify the source. form or database which you derive that information. 

(d) Please confirm that of the 25,872 publications counted by the PERMIT system as 
shown in table 1. 12,487 report and annual advertising percentages of 1-10% or 
48.3% of the total number of outside county publications in the PERMIT database. 

RESPONSE: 

(a) Of the 25,872 publications shown in Table 1 in my response to MPNUSPST34-2, 

17.375 publications mailed all pieces in FY 2000 at Regular or Science of Agriculture 

rates, 8,315 publications mailed all pieces at Nonprofit rates in FY 2000, 145 

publications mailed at both Regular and Nonprofit rates in N 2000, and 37 

publications mailed all pieces at Classroom rates in f Y  2000. 

(b) I know of no USPS database that maintains information on the total number of 

publications that entered mail at Outside-County Periodicals fates in Fy 2000. 

(c) See response to CRPA-NFIPIUSPST41-4 subpart (b). 

(d) Confirmed 

.. . . ...____ . .. - .. ~ . 



United States Postal Service 

Susan W. Mayo 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 
TO INTERROGATORIES OF DAVID 6. POPKIN 

(DBP/USPS-104-113) 

DBPNSPS-105. Please refer to your response to OCARlSPS 237 subparts b 
and c. [a] Please advise the one location that set up an operation to automate 
the completion of the PS Form 381 1. [b] Please provide details of the 
automated system utilized and provide a copy of a sample completed return 
receipt form. [c] Please provide a listing of those high volume users that hand 
over certified mail before obtaining signatures on the return receipts. [dl Provide 
the name of the location that stopped the practice and provide details of the 
system that is utilized at that location including a copy of a sample completed 
return receipt form. [e] Please provide details of the “approach of automated 
printing of receipt information on receipts” that is being considered. [fl Provide 
the date the USPS anticipates when each problem will be resolved. 

RESPONSE: 

[a] One location that uses an automated operation for completing the PS Form 

381 1 is Sacramento, California. 

[b] Postal employees modified a Mark II facer canceller machine to stamp the 

name, date and toll-free number of a state representative on the PS Form 381 1 

Return Receipts. This expedited method of return receipt stampingkigning made 

it possible to complete return receipts while the certified mail was still in the 

possession of the postal employee handing the mail to the state tax agency. A 

copy of a sample completed return receipt form will be provided if it can be 

obtained. 

[c] A listing of this nature has not been compiled. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 
TO INTERROGATORIES OF DAVID 8. POPKIN 

(DBPNSPS-104-113) 

DBPNSPS-105. (CONTINUED) 

RESPONSE 

[d] Sacramento, California. The process is described in (b) above. 

[e] See (b) above. The details of this approach are still under consideration. 

[fl No specific date has been established. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 
TO INTERROGATORIES OF DAVID B. POPKIN 

(DBPIUSPS-104-113) 

DBPNSPS-113. In your response to DBPNSPS-25 subparts a and b, you 
indicate that it is a goal to achieve the signing for all accountable mail and the 
associated return receipt at the time of delivery regardless of the type of 
addressee or the number of articles involved. [a] Elaborate what you mean by a 
goal. [b] Does this goal have the support of management? [c] Does this goal 
apply to all delivery offices? [d] Do you agree that this goal should be attempted 
to be met by all delivery offices? [e] Explain any negative response to subparts 
b through d. [fJ Are there any instances existing anywhere within the Postal 
Service where the signing for the accountable mail and the associated return 
receipt are, by default or by design, not completed at the time of delivery? [g] 
Provide details of any affirmative response to subpart f including the authority for 
and the method of delivery. If a detached mail unit is a method of delivery, 
confirm, or explain if you are unable to do so, that a detached mail unit is an 
activity which is operated by Postal employees at the addressee's location. [h] 
Elaborate on your response to the statement in reply to subpart b, "In some 
cases it is possible that the signature takes place after delivery." [q In your 
response to subpart e, you indicated that it would be relatively rare for multiple 
pieces of articles requesting return receipts to be addressed to a single recipient. 
Does this apply to various government agencies, such as IRS and the state tax 
departments, as well as other government agencies and large commercial 
organizations? [17 Confirm, or explain if you are unable to do so, that DMM 
Section D042.1.7b would place the requirement for obtaining the signature at the 
time of delivery from that of being a goal to that of being a regulation. [k] Does 
DMM Section D042.1.7 apply to 
United States Postal Service? [I] If not, provide a listing of any exceptions and 
the authority for doing so. 

addressees within the service area of the 

RESPONSE 

I assume you are referring to witness Plunkett's Docket No. R97-1 response to 

interrogatory DBPNSPS-32. 

[a] A goal in this case refers to a general business objective. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 
TO INTERROGATORIES OF DAVID B. POPKIN 

(DBPNSPS-104-113) 

DBPNSPS-113. (CONTINUED) 

RESPONSE 

[h] It is not a formal corporate goal but rather a business objective. A goal is a 

measurable event with a specific time and level of achievement. A general 

business objective refers to a desired achievement for the organization. 

[c] The business objective applies to all delivery offices. 

[d] Yes. 

[e] I assume that witness Plunkett was considering the enlire variety of return 

receipt deliveries, including deliveries to large organizations. 

[f-h] See the responses to OCA/USPS-236 and 237 and DBPIUSPS-104 and 

105. 

[i] There is no part (e) in the response to DBPIUSPS-25. 

bl The D M M  contains regulations, not goals. 
x . 



~ 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 
TO INTERROGATORIES OF DAVID 6. POPKIN 

(DBPIUSPS-104-113) 

DBPNSPS-113. (CONTINUED) 

RESPONSE: 

[k] Yes. 

[I] Not applicable. 

i 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 
TO INTERROGATORIES OF DAVID 6. POPKIN 

. .  

DBPNSPS- 
Please advise the expected date for dissemination of the communication. [b] 
What are the "usual internal communications channels" utilized? 

Please refer to your response to DBP/USPS-106 subpart a. [E 

RESPONSE: 

a. The expec ~ - ! d  date for dissemination of the communication has not yet been 

determined, but an attempt will be made to complete the communication before 

the 2002 tax season. 

b. The usual channels include postal publications (both internal and external), 

letters, and electronic messaging. 

5424 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 

TO INTERROGATORIES OF DAVID B. POPKIN 

DBPRISPS-144 Please refer to your response to DBPIUSPS-111 subpart c. 
Will mailers desiring a return receipt after mailing be advised that they may 
obtain the same information for a savings of $1.95 by utilizing the electronic 
return receipt service? If not, why not? 

RESPONSE: 

Yes. All forms of return receipt, including electronic return receipt service, will be 

identified with their prices in postal facilities, so the public can be advised of the 

options. Further, information about all options will be available in Postal Service 

notices and publications, and on the Postal Service website. Finally, it is 

normally the procedure for window clerks to explain and advise customers of 

available options when special services are being purchased. 
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TO INTERROGATORIES OF DAVID 6. POPKIN 

DBPNSPS-145 Please refer to your response to DBPIUSPS-112 subpart a. 
Please advise the expected date of completion of the operating procedures. 

RESPONSE: 

The expected date of completion has not yet been determined. 
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TO INTERROGATORIES OF DAVID B. POPKIN 

DBPIUSPS-146 Please refer to your response to DBP/USPS-112 subpart b. 
Which specific lines of your testimony explain how you determined that the rate 
for return receipt after mailing obtained on the Internet will require a $3.25 fee. 

RESPONSE: 

Page 55, lines 15 through 18. I determined one fee to apply lo all types of return 

receipt after mailing, based on a weighted cost. 

i 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 (USPS-T-36) TO 
PRESIDING OFFICER'S INFORMATION REQUEST NO. 8 ,I 

QUESTION 6. Witness Patelunas, in his response to Presiding Officer's Information 
Request No. 6, question 8, implies that the costs reflected in the rollforward are for only 
the domestic transactions of registry, insurance, and money orders. The costs of the 
international transactions associated with these special services are included in the total 
costs of international mail. However, workpaper 11 of USPS-T-36 calculates cost 
coverages for registry, insurance, and money orders using total revenues that include 
the international transactions of the aforementioned special services. Please discuss 
why it is appropriate to calculate cost coverages for registry, insurance, and money 
orders with revenues that include international transactions and costs that do not 
inzlude international transactions. 

RESPONSE: 

Appropriate cost coverages would be obtained by comparing the revenues without 

international transactions with the costs. In prior proceedings, the costs included 

international transactions, and therefore it was appropriate to calculate cost coverages 

by comparing revenues that include international transactions to costs. 



~ 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF KEYSPAN ENERGY 

KUUSPS-T22-5 Please refer to page 12 of Library Reference USPS-LR-J-60 where 
you diagram the mail flow for QBRM letters but with a handwritten address,,and page 
14 where you diagram the mail flow for QBRM letters. 

A. Please explain why none if the 10,000 handwritten letters sent through the 
outgoing ISSlRCR operation are rejected because they are not machinable? 

6. Please explain why 5% of QBRM letters. which are pre-approved. prebarcoded 
machinable letters with very reliable addresses, are rejected in the outgoing BCS 
primary operation. 

C. Please confirm that in your models for both handwritten and QBRM letters, you 
assume that once a letter is rejected for any reason, it will be processed 
manually from then on until delivery. If you cannot confirm. please explain. 

D. Please confirm that in your two models. a total of 761 of 10,000 handwritten 
letters were rejected during automation processes, and a total of 1,052 of QBRM 
letters were rejected during automation processes. If you cannot confirm, please 
explain. 

E. Please explain why 38% more QBRM letters will be rejected by automation 
equipment and processed manually than handwritten letters. Please provide 
appropriate record citations or copies of all studies and other documents you 
reviewed in responding to this question. 

F. Please confirm that in your model for metered letters (Library Reference Us%- 
LR-J-60, page 16) 451 of 10,000 metered letters were rejected by automation 
processes. If you cannot confirm, please explain. 

G. Please explain why OBRM letters will be rejected by automation equipment more 
than twice as often as metered letters. Please provide appropriate record 
citations or copies of all studies and other documents you reviewed in responding 
to this question. 

accurate. readable and complete as machine printed addresses for those same 
letters? Please explain your answer. 

Is it your testimony that Postal Service automation equipment can read, barcode 
and sort handwritten letters more reliably than machinable QBRM letters with 
pre-approved printed addresses and prebarcodes? Please explain your answer. 

H. Is it your testimony that handwritten addressed QBRM letters will be just as 

I. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF KEYSPAN ENERGY 

RESPONSE TO KWUSPS-T22-5 (CONTINUED) 

Please see the revised figures in USPS LR-J-60 that were filed on 1 l / l S h l  

Nonmachinable mail pieces that enter postal facilities in the collection mail 

stream would be culled from machinable pieces in the 010 operation and would 

not be routed to the MLOCR-ISS. In addition. the QBRM analysis involves an 

"exact piece comparison" between a QBRM letter and a handwritten reply mail 

letter If the QBRM mail piece were assumed to be machinable, the handwritten 

mail piece would also be machinable 

The 4.90% reject rate for the automation outgoing primary operation is the 

aggregate for all mail pieces processed in that operation A reject rate specific to 

QBRM is not available. Consequently, the average figure has been used. The 

costs for processing rejects. however, were excluded from this analysis using the 

methodology adopted on 11/05/01. 

Not confirmed. Some OSS "rejects," such as those related to RBCS ID tag 

errors, are reprocessed in an attempt to barcode the mail piece. 

Not confirmed. In the handwritten reply mail model, the total number of mail 

pieces flowing from RBCS to manual operations and from RBCS to the 5-Digit 

barcode operation is 898 mail pieces. In the QBRM model, the total number of 

mail pieces flowing from automation operations to manual operations is 490. 

Please see the revisions filed on 11/15/01. 

A greater number of handwritten mail pieces is rejected. Please see the 

revisions filed on 11/15/01. 

Not confirmed. The total number of mail pieces flowing from RBCS to manual 

operations. from RBCS to the 5Digit barcode operation. and from automatron 

operations to the manual operations is 986. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF KEYSPAN ENERGY 

RESPONSE TO KE/USPS-T22-5 (CONTINUED) 

This comparison can no longer be made given that the QBRM analysis is more 

limited in scope. Please see the revisions filed on 11/05/01 and 11/15/01. 

No. QBRM is typically used to solicit business from new customers, or for 

remittance payments. While the QBRM address may not be handwntten. both 

the QBRM and handwntten reply mail pieces would contain the same address. 

Consequently, the QBRM recipient would likely do everything in its power, were 

reply mail envelopes not provided to customers, to ensure that those customers 

used the correct address. 

No. I made no such statement in my testimony. However, the Postal Service has 

considerably improved its ability to barcode handwritten mail pieces. Please see 

the response to MMA/USPS-T224(EZ). 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF KEYSPAN ENERGY 

KUUSPS-T22-6 Please refer to page 26 of your Direct Testimony where you discuss 
your decision to eliminate incoming secondary costs from your analysis of QBRM cost 
savings. You state that "[tlhe incoming primary operation is normally where QBRM 
would be isolated so that it could be routed to the operation(s) where those mail pieces 
would be sorted, counted, rated and billed." 

A. Please explain how QBRM letters are separated in the incoming primary 
operation. 

B. Please explain how, under what circumstances, and where QBRM letters are 
"sorted" prior to being counted, rated, and billed. 

C. What percent of QBRM letters are "isolated in one or more bins on an incoming 
primary BCS operation and routed to a downstream operation where they are 
further sorted to permit number"? Please provide appropriate record citations or 
the source documents that you believe support your answer. 

D. Please confirm that USPS witness Mayo projects that in the test year, 2/3 of all 
QBRM volumes will be received in volumes that will be too low to justify election 
of the Qualified BRM (with quarterly fee) and lower per piece fee option by those 
recipients. If you cannot confirm, please explain. 

E. Is it your position that, after handwritten and QBRM letters are processed in the 
incoming primary operation, they would be equal in the sense that they would be 
sorted to the exact same degree and exhibit the exact same machinability 
characteristics? Please support your answer. 

F. If after the incoming primary operation it could be demonstrated that more QBRM 
letters were able to be processed on automation than handwritten letters, would 
you agree that eliminating the incoming secondary operation from the analysis, 
as you did, understates QBRM cost savings and would be inappropriate? Please 
explain your answer. 

RESPONSE: 

(A) QBRM letters and cards would typically be isolated, or "jackpotted," into one bin 

in an incoming primary operation. This bin would contain letters and cards for 

several QBRM permit holders mixed together. These letters and cards would be 

routed to the operation where the mail pieces are sorted to permit number, 

whether that operation would involve BRMAS processing or otherwise. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF KEYSPAN ENERGY 

RESPONSE TO KEIUSPS-122-6 (CONTINUED) 

(B) QBRM letters and cards would have to be sorted by permit number pnor to being 

counted, rated, and billed. The countmg process, however, IS sometimes 

accomplished at the same time the mail IS sorted, as is the case with BRMAS 

processing. The methods used are those found in USPS LR-J-60 on page 98. 

(C) To the best of my knowledge, these data have not been collected. It is my 

understanding, based on discussions with field employees, that the incoming 

primary operation is typically where BRM is isolated. Some smaller volumes are 

routed to incoming secondary operations because that mail is counted, rated, 

and billed manually by clerks at Delivery Units that service specific BRM 

recipients. 

(D) Redirected to witness Mayo. 

(E) In general, yes. 

(F) No. Please see the revisions filed on both 11/05/01 and 11/15/01. In addition, 

please see the response to KEIUSPS-T39-1. I have adopted a more limited 

analysis. Given the limitations of the data used in the models, the one area 

where it can be determined that cost differences truly exist concerns the 

additional RBCS operations required to apply a barocode on a handwritten reply 

mail piece. Those operations are described in the response to KE/USPS-T22-1. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF KEYSPAN ENERGY 

KEfUSPS-T22-7 Please refer to page 27 of your Direct Testimony where you discuss 
your decision to eliminate incoming secondary costs from your analysis of QBRM cost 
savings. You state that handwritten and QBRM letters would undergo a similar incoming 
secondary sort and that handwritten letters would not be processed using the BRMAS 
software. 

A. If your QBRM benchmark letters had a handwritten address but were barcoded. 
why couldn't such letters be processed using BRMAS software? 

E. Wouldn't the incoming secondary costs for handwritten and regular QBRM be 
different if the number of pieces that could be barcoded, and thus processed by 
automation, was different? If no, please explain. 

C. What percent of QBRM letters cannot be processed by automation in the 
incoming secondary? If your answer is not zero or very close to zero, please 
explain the reasons why preapproved, machine printed, pre-barcoded letters 
could not be processed by automation in the incoming secondary. 

D. What percent of handwritten QBRM letters cannot be processed by automation 
in the incoming secondary? If your answer is not zero or very close to zero, 
please explain the reasons why handwritten non-prebarcoded letters could not 
be processed by automation in the incoming secondary. 

E. Please confirm that your models show that 761 handwritten letters and 1,052 
QBRM letters are processed in the incoming manual primary. If you cannot 
confirm, please explain. 

F. Is it likely that letters processed manually in the incoming primary would be 
processed manually in the incoming secondary as well? If no, please explain 
your answer. 

G. Please explain how "these mail pieces would incur the same 'incoming 
secondary' sortation costs'. as you state on page 27 of your Direct Testimony, 
when, as you find, 38% more QBRM letters than handwritten letters cannot be 
processed on automation equipment? 

H. Please explain why the Commission should reasonably conclude that there IS a 
greater likelihood of handwritten addressed letters being processed on 
automation equipment than QBRM letters being processed on automation 
equipment. 

I. Please confirm that your mail flow models show the following percentages Of 

letters are successfully barcoded: 
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TO INTERROGATORIES OF KEYSPAN ENERGY 

RESPONSE TO KUUSPS-T22-7 (CONTINUED) 

1. 100% of QBRM letters (prebarcoded by mailer); 
2. 98.9% of handwritten letters: and 
3. 99.7% of metered letters. 
If you cannot confirm, please provide the correct percentages and the source 
citations. 

J. Please refer to page 11 of USPS witness Kingsley's Direct Testimony (USPS-T- 
39 ). Please reconcile the percentages shown in Part I with USPS witness 
Kingsley's testimony that 91.1 percent of all letters in AP 12, FY 01 were 
barcoded. . 

K. Please confirm that your mail flow models show the following percentages of 
letters are successfully sorted by automation through and including the outgoing 
primary: 

1. 95.1 % of QBRM letters; 
2. 98.7% of handwritten letters; 
3. 99.6% of metered letters; and 
4. 99.6 % of machinable, mixed AADC letters. 
If you cannot confirm, please provide the correct percentages and the source 
citations. 

L. Please confirm that your mail flow models show the following percentages of 
letters are successfully sorted by automation through and including the outgoing 
secondary: 

1. 94.8% of QBRM letters: 
2. 97.3% of handwritten letters; 
3. 98.5% of metered letters: and 
4. 98.5% of machinable, mixed AADC letters. 
If you cannot confirm, please provide the correct percentages and the Source 
citations. 

M. Please confirm that your mail flow models show the following percentages Of 
letters are successfully sorted by automation through and including the incoming 
primary: 

1. 89.5% of QBRM letters; 
2. 92.4% of handwritten letters; 
3. 95.5% of metered letters; and 
4. 95.5% of machinable, mixed AADC letters. 
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TO INTERROGATORIES OF KEYSPAN ENERGY 

RESPONSE TO KEIUSPST22-7 (CONTINUED) 

If you cannot confirm, please provide the correct percentages and appropriate 
source citations. 

RESPONSE: 

A handwritten letter could be processed using BRMAS software. However, such 

processing would not be required because handwritten mail pieces contain 

stamps or meter stnps The advantage in using the BRMAS software is that it 

can be used to count and rate mail pieces where postage must be collected from 

the BRM recipient because those mail pieces do not contain stamps or meter 

strips. 

It is possible, but is not likely to occur. Please see the response to KEIUSPS- 

T39-1. 

The accept rates for incoming secondary operations can be found in USPS LRJ- 

60 on page 51. These data are aggregate figures. Disaggregate data for QBRM 

mail pieces are not available. 

The accept rates for incoming secondary operations can be found in USPS LRJ- 

60 on page 51.  These data are aggregate figures. Disaggregate data for 

handwritten reply mail pieces are not available. 

Not confirmed. Please see the response to KE/USPS-T22-5(D). In addition, 

please see the revisions filed on 11/05/01 and 11/15/01. The costs related to the 

processing of rejects have been excluded from the analysis. 

Not necessarily. The point at which letters are processed manually depends On 

when that mail piece is rejected and why it is rejected. 
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RESPONSE TO KWUSPS-TZ2-7 (CONTINUED) 

(G) I cannot respond to this interrogatory as the origin of the 38% figure has not been 

made clear. 

(H) Please note that a more limited cost methodology was adopted on 11/05/01. 

This analysis was subsequently revised on 11/15/01. In addition, please 

reference the enhancements that have provided the Postal Service with the 

capability to barcode handwritten reply mail pieces, as described in the response 

to MMNUSPS-T224(E2). 

The cost models in USPS LR-J-60 rely on average data. Studies that have 

isolated and collected acceptance rates and address quality data specific to 

handwritten reply mail pieces and QBRM mail pieces have not been conducted. 

The only data available can be found in Docket No. R97-1, USPS LR-H-130. 

In addition, QBRM addresses are not completely problem-free. Postal facilities 

use specific BRM ZIP Codes. For example, a given site may have a BRM letter 

ZIP Code, a BRM card ZIP Code, and a CRM ZIP Code. In some instances, 

these ZIP Codes are nearly identical. 

sometimes found to contain the incorrect ZIP Code and/or barcode. These 

errors can affect how the mail is processed as well as how the mail is rated. In 

addition, these errors can only be detected when mail processing clerks spot 

them while sweeping mail from the machines. 

Consequently, mail pieces are 

(11) Not confirmed. The cost models assumes that 100% of the mail pieces are 

prebarcoded. The QBRM cost model, however, shows that 95.10% are 

successfully processed through the automation outgoing primary Operation. 
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RESPONSE TO KE/USPS-T22-7 (CONTINUED) 

Not confirmed. The handwritten reply mail cost models shows that 91.02% of the 

mail pieces receive a "finest-depth-of-sort" barcode after being processed 

through RBCS. 

Not confirmed. The BMM letters model shows that 75.73% of the mail pieces are 

sorted in Delivery Point Sequence (DPS). However, the BMM letters cost model 

is more extensive in scope than either the handwritten reply mail cost model or 

the QBRM cost model. Consequently, the percentage is lower. 

It is my understanding that the figure cited in witness Kingsley's testimony 

represents the percentage of total mailer applied and postal applied barcodes, 

whether they are 5-digit, 9-digit, or 11-digit barcodes. In addition, it is my 

understanding that this figure does not quantify the percentage of barcoded mail 

pieces that are processed through automation. 

The cost models in USPS LR-JBO concern smaller subsets of the letter and card 

population and focus on the percentage of mail that is successfully processed in 

one or more operations. 

For each category specified in this interrogatory, it should be noted that different 

mail volumes are processed in the automation outgoing primary operation. 

Consequently, a calculation involving the percentage of total mail volume (10,000 

pieces) that is processed up through that operation is meaningless. 

( K I )  .Confirmed. Please see the revisions 11/15/01. 
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RESPONSE TO KUUSPS-T22-7 (CONTINUED) 

Not confirmed. Please see the revisions filed on 1111 5/01. In total, 898 mail 

pieces are rejected up through RBCS processing. 

Not confirmed. Please see the revisions filed on 11/15/01. In total, 157 mail 

pieces were rejected up through RBCS processing and the automation outgoing 

primary operation. 

Not confirmed. Please see the revisions filed on 11/15/01, In total, 229 mail 

pieces were rejected up through RBCS processing and the automation outgoing 

primary operation. 

For each category specified in this interrogatory. it should be noted that different 

mail volumes are processed in the automation outgoing secondary operation. 

Consequently, a calculation involving the percentage of total mail volume (10,000 

pieces) that is processed up through that operation is meaningless. 

Not confirmed. A more limited cost methodology was adopted on 11/15/01. This 

methodology does not flow mail to the automation outgoing secondary operation. 

Not confirmed. A more limited cost methodology was adopted on 11/15/01. This 

methodology does not flow mail to the automation outgoing secondary operation. 

Not confirmed, Please see the revisions filed on 1111 5/01, In total, 265 mail 
pieces were rejected up through the automation outgoing secondary operation. 
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(L4) Not confirmed, Please see the revisions filed on 11/15/01. In total, 335 mail 

pieces were rejected up through the automation outgoing secondary operation. 

(M) For each category specified in this interrogatory, it should be noted that different 

mail volumes are processed in the automation incoming SCFlPrimary secondary 

operation. Consequently, a calculation involving the percentage of total mail 

volume (10,000 pieces) that is processed up through that operation is 

meaningless. 

(MI) Not confirmed. A more limited cost methodology was adopted on 11/15/01. This 

methodology does not flow mail to the automation outgoing secondary operation. 

( M 2 )  Not confirmed. A more limited cost methodology was adopted on 11/15/01. This 
methodology does not flow mail to the automation outgoing secondary operation. 

(M3) Not confirmed. Please see the revisions filed on 11/15/01. In total, 555 mail 

pieces were rejected up through the automation incoming SCFlPrimary 

operation. 

(M4) Not confirmed. Please see the revisions filed on 11/15/01. In total, 623 mail 

pieces were rejected up through the automation incoming SCF/Primary 

operation. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF KEYSPAN ENERGY 

KUUSPS-T22-8 Please refer to page 10 of Library Reference USPS-LR-J-60 where 
you apply your CRA adjustment factor to both the handwritten and QBRM,letter 
processing costs 

A. Please confirm that your CRA adjustment factor of 1.538 was derived by 
computing the ratio of the metered letter CRA mail processing cost to the model- 
derived mail processing cost as follows: 6.447 / 4.193 = 1.538. If you cannot 
confin. please provide the correct computation and source citations. 

B. Is the difference between the CRA unit cost and the model-derived unit cost of 
2.254 cents supposed to represent costs incurred to process metered letters not 
reflected in the models, such as missorts, platform operations, mail preparation, 
forwarding and returns, pouching, package sorting, tray sorting and sack sorting? 
If no, please explain. 

C. What is the rationale for assuming that the relationship between the CRA derived 
unit cost and your model-derived unit cost for metered letters would be 
applicable to that for 

1. handwritten letters; and 
2. QBRM letters? 

D. Do QBRM letters take on the characteristics of (1) AADC machinable automation 
letters, (2) >Digit automation letters, (3) 5-Digit Automation letters, or (4) some 
combination thereof, once they are sorted in the outgoing primary operation? 
Please explain your answer. 

E. Do handwritten letters take on the characteristics of (1) AADC machinable 
automation letters, (2) 3-Digit automation letters, (3) %Digit Automation letters, or 
(4) some combination thereof, once they are sorted in the outgoing primary 
operation? Please explain your answer. 

F. Please confirm that the purpose of the CRA adjustment factor is to tie the derived 
mail flow model costs to the CRA-derived unit costs, if the latter are known. If 
no, please explain. 

G. Please confirm that you do not know the CRAderived unit costs for either 

H.,  Please confirm that your CRA adjustment factor for metered letters signifies that 
your modelderived unit processing cost must be raised by 53.8% in order for it 
to be reconciled to the CRA. If no, please explain. 

handwritten letters or QBRM letters. If no, please explain. 
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RESPONSE TO KEIUSPS-T22-8 (CONTINUED) 

I. Please confirm that your CRA adjustment factor for automated letters signifies 
that your model-derived unit processing cost must be lowered by 26.7% in order 
for it to be reconciled to the CRA. If no, please explain. 

J. Please explain why the processing of QBRM letters is not more like the 
processing of automation letters, particularly after they are sorted in the outgoing 
primary, rather than like metered letters, which must go through the RBCS for 
barcoding and whose addresses are not pre-approved or even necessarily 
printed. 

RESPONSE: 

Not confirmed. Please see the revisions filed on 11/15/01. It can be confirmed 

that the CRA adjustment factor is 1.508. This figure is calculated to be the sum 

of the worksharing related proportional cost pools (6.447 cents) divided by the 

model cost (4.276 cents). 

The cost difference represents piece and package distribution costs that have not 

been included in the models. In addition, these factors are applied to account for 

the fact that average data must be used and the model is a simplified 

representation of the actual mail processing network. Furthermore, please see 
the responses to MMNUSPS-T2ZlO(B) and MMNUSPS-T22-22(E). These 

responses discuss the reasons why the BMM letters mail processing unit cost 

estimate is likely overstated. 

I used the CRA adjustment factor for BMM letters as the proxy in the QBRM 

analysis because BMM letters, QBRM letters, and handwritten reply mail letters 

are all subsets of the First-class singlepiece letters mail stream. 

No. QBRM mail pieces have their own unique mail piece characteristics. 
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RESPONSE TO KE/USPS-T22-8 (CONTINUED) 

No. Handwritten reply mail pieces have their own unique mail characteristics. 

Confirmed. The purpose of CRA adjustment factors is to account for any under 

or over estimation of costs related to the fact that average data are used and 

various simplifying assumptions must be made when developing cost models. 

However, it should be noted that the CRA mail processing unit cost estimates 

themselves are a result of analyses performed by one or more witnesses. The 

application of these factors basically gives the CRA mail processing unit costs 

precedence over the cost models. 

Confirmed. 

Not confirmed. Please see the responses to MMA/USPS-TPP-lO(B) and 

MMA/USPS-T22-22(E). These responses discuss the reasons why the BMM 

letters mail processing unit cost estimate is likely overstated. 

Not confirmed. Please see the revisions filed on 11/15/01, In addition, please 

see the responses to MMAfUSPS-T22-lO(C) and (D), which discuss the impact 

the nonautomationlautomation CRA cost methodology has had on the CRA mail 

processing unit cost estimates and corresponding CRA adjustment factors. 

QBRM and automation presort have distinct mail piece characteristics. QBRM 

mail pieces would not be finalized until they are sorted to permit number whereas 

automation presort mail pieces would not be finalized until they are sorted to 

residential andlor business addresses. In addition. automation presort mail 
pieces are presorted to a large degree, whereas QBRM mail pieces are not 

0 
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KE/USPS-T22-9 Please refer to pages 13, 14,.17 and 18 of Library Reference USPS- 
LR-J-60 where you derive unit mail processing costs for QBRM and non- 
automation machinable mixed AADC-AADC letters. 

A. Please confirm that both QBRM and non-automation machinable mixed AADC- 
AADC letters are machinable by definition. If no, please explain. 

8. Please confirm that QBRM letters are prebarcoded and machinable while mixed 
AADC-AADC letters are just machinable. If no, please explain. 

C. Please confirm that machinable mixed AADC-AADC letters are sent through the 
RBCS where they are barcoded (if possible) and receive their first outgoing 
primary sort. If no, please explain 

D. Please confirm that machinable mixed AADC-AADC letters do not have to 
conform to the Postal Service's move update or address readability 
requirements. If no, please explain. 

E. Please confirm that QBRM letters bypass the RBCS and go to a barcode sorter 
to receive their first outgoing primary sort. If no, please explain. 

F. Excluding mail preparation costs, should QBRM letters cost more or less than 
machinable mixed AADC-AADC letters for operations up through and including 
the incoming primary sort. Please explain your answer. 

G. Please explain why your model-derived mail processing unit cost for operations 
up through and including the incoming primary for QBRM letters (3.206 cents) 
are a full penny higher than for machinable mixed AADC-AADC letters (2.205 
cents). 

RESPONSE: 

Confirmed. 

Confirmed. 

Confirmed. 

Not confirmed. According to DMM Sections E130.3.l.c. mail pieces paying the 

nonautomation presort rate must meet the move update standards specified in 

E130.3.3. 
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RESPONSE TO KEIUSPST22-9 (CONTINUED) 

(E) Confirmed. 

(F) It is difficult to make a direct cost comparison between QBRM mail pieces and 

nonautomation machinable mixed AAOC mail pieces because these mailstreams 

have distinct characteristics. For example, nonautomation mail pieces can weigh 

more than QBRM mail pieces. 

( G )  The revised QBRM cost methodology filed on 11/05/01 is more limited in scope. 

Consequently, a cost comparison is not longer valid. Please note that further 

revisions were filed on 11/15/01. 
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KUUSPS-T22-10 Please refer to pages 12 and 14 of Library Reference USPS-LR-JBO 
where you model the mail flow for QBRM and handwritten (HAND) letters. 

A, Please confirm that 100% of QBRM letters are pre-barcoded and that the design 
and printing of each envelope has been pre-approved by the Postal Service to 
conform to postal guidelines and requirements to ensure machinability. If no, 
please explain. 

8. Please confirm that none of the HAND letters is pre-barcoded and none have 
been specifically designed to conform to postal guidelines or requirements to 
ensure machinability. If no, please explain. 

C. Please confirm that for QBRM, you assume that 4.9% of the letters will be 
rejected in the outgoing BCS primary operation, requiring manual processing 
throughout the mailstream from that point forward. If no, please explain. 

D. Please confirm that for HAND letters you assume that .89% of the letters will be 
rejected in the outgoing ISSlRCR primary, .20% of the letters will be rejected in 
the outgoing OSS primary, and .20% will be rejected in the outgoing BCS 
primary, for a total of 1.29%. If no, please explain. 

E. Please explain why you show that the percentage of QBRM letters that are 
rejected by automation equipment in the outgoing primary is almost 4 times the 
percentage of HAND letters that are rejected by automation equipment in the 
outgoing primary. 

F. Does your model indicate that 9,871 of 10,000 letters, or 98.71% of all HAND 
letters will be successfully barcoded in the RBCS and directly sent to an 
automation operation? If no, please explain. 

G. Does the Postal Service expect to barcode 98.71% of all HAND letters in the test 
year? Please explain your answer and provide appropriate record citations or 
copies of studies or other documents that indicate the Postal Service will barcode 
98.71% of such letters in the test year. 

RESPONSE: 

(A) It can be confirmed that QBRM mail piece designs are preapproved by the Postal 

Service. It cannot be confirmed that 100% of these mail pieces are prebarcoded. 

In talking with field personnel, problems do occur on occasion. The exact 

percentage of QBRM mail pieces that contain accurate barcodes is unknown, but 

is likely close to 100%. 
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RESPONSE TO KUUSPS-T22-10 (CONTINUED) 

It can be confirmed that handwritten mail pieces are not prebarcoded. In an 

"exact piece comparison'' analysis, however, it is likely that the handwritten mail 

piece would be machinable if the QBRM mail piece were also machinable. 

Please see !he response to KE/USPS-T22-5(8) 

Not confirmed. Please see the response to KE/USPS-T22-3(D). 

In the revised analysis, a greater number of handwritten mail pieces is rejected. 

No. Please see the revisions filed on 11/05/01 and 11/15/01. In addition, please 

see the response to KE/USPS-T22-3(D). 

No. Please see the revisions filed on 11/05/01 and 11/15/01. In addition, please 

see the response to KE/USPS-T22-3(D). 
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(E) Confirmed. 

(F j  It IS difficult to make a direct cost comparison between QBRM mail pieces and 

nonautomation machinable mixed AADC mail pieces because these mailstreams 

have distinct characteristics. for example, nonautomation mail pieces can weigh 

more than QBRM mail pieces. 

( G )  The revised QBRM cost methodology filed on 11/05/01 is more limited in scope. 

Consequently, a cost cornparison is not longer valid. Please note that further 

revisions were filed on 11/15/01. 



5450 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF KEYSPAN ENERGY 

' 

KE/USPS-T22-10 Please refer to pages 12 and 14 of Library Reference USPS-LR-J-60 
where you model the mail flow for QBRM and handwritten (HAND) letters. 

A. Please confirm that 100% of QBRM letters are pre-barcoded and that the design 
and printing of each envelope has been pre-approved by the Postal Service to 
conform to postal guidelines and requirements to ensure machinability. If no. 
please explain. 

B. Please confirm that none of the HAND letters is pre-barcoded and none have 
been specifically designed to conform to postal guidelines or requirements to 
ensure machinability. If no, please explain. 

C. Please confirm that for QBRM. you assume that 4.9% of the letters will be 
rejected in the outgoing BCS primary operation, requiring manual processing 
throughout the mailstream from that point forward. If nol please explain. 

D. Please confirm that for HAND letters you assume that 39% of the letters will be 
rejected in the outgoing ISS/RCR primary, .20% of the letters will be rejected in 
the outgoing OSS primary, and .20% will be rejected in the outgoing BCS 
primary. for a total of 1.29%. If no, please explain. 

E. Please explain why you show that the percentage of QBRM letters that are 
rejected by automation equipment in the outgoing primary is almost 4 times the 
percentage of HAND letters that are rejected by automation equipment in the 
outgoing primary, 

F. Does your model indicate that 9.871 of 10,000 letfers, or 98.71% of all HAND 
letters will be successfully barcoded in the RBCS and directly sent to an 
automation operation? If no, please explain. 

G. Does the Postal Service expect to barcode 98.71% of all HAND letters in the test 
year? Please explain your answer and provide appropriate record citations or 
copies of studies or other documents that indicate the Postal Service will barcode 
98.71% of such letters in the test year. 

RESPONSE: 

(A) I t  can be confirmed that QBRM mail piece designs are preapproved by the Postal 

Service It cannot be confirmed that 100% of these mail pieces are prebarcoded. 

In talking with field personnel, problems do occur on occasion. The exact 

percentage of QBRM mail pieces that contain accurate barcodes is unknown, but 
is likely close to 100%. 
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It can be confirmed that handwritten mail pieces are not prebarcoded. In an 

"exact piece comparison'' analysis. however it is likely that the handwritten mail 

piece would be machinable if the QBRM mail piece were also machinable. 

Please see the response to KE/USPS-T22-5(8) 

Not confirmed. Please see the response to KE/USPS-T22-3(D) 

In the revised analysis. a greater number of handwritten mail pieces is rejected 

No. Please see the revisions filed on 11/05/01 and 11/15/01. In addition, please 

see the response to KE/USPS-T22-3(D). 

No. Please see the revisions filed on 11/05/01 and 11/15/01. In addition. please 

see the response to KE/USPS-T22-3(D). 
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KEIUSPS-TZZ-14 Please refer to USPS witness Campbell's response to 
Interrogatory OCNUSPS-T29-4 in Docket NO R2000-1 Do you agree with Mr 
Campbell that in order to derive QBRM cost savings "[a] handwritten mail piece 
IS the more appropriate benchmark because households must generate 
handwritten mail pieces when no preapproved prebarcoded reply mail pieces 
are provided"' If no, please explain 

RESPONSE: 

If QBRM recipients did not provided QBRM mail pieces to their customers. it is 

likely that those customers would use a handwritten-addressed envelope, or an 

envelope addressed by typewriter or computer, were a courtesy reply envelope 

not provided. It is unknown, however, what the exact mail mix would be in that 

situation. Given that these data are not available, I feel that a handwritten mail 

piece is an appropriate benchmark. 
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INTERROGATORIES OF KEYSPAN ENERGY 

KElUSPS-T22-15 Please refer to page 37 of your Direct Testimony where you 
indicate that, in Docket No. R2000-1, KeySpan Energy witness Bentley modified 
the cost study developed by USPS witness Campbell by removing from the 
analysis costs related to BRMAS processing. Please also refer to Library 
Reference USPS-LR-1-160, Section B. pages 2 and 3, where USPS witness 
Campbell derives the unit cost for QBRM letters. 

A. Please confirm that USPS witness Campbell removed from his derivation 
of high volume QBRM costs the costs associated with BRMAS 
processing. If you cannot confirm, please explain. 

8. Please confirm that USPS witness Campbell removed from his derivation 
of low volume QBRM costs the costs associated with BRMAS processing 
If you cannot confirm, please explain. 

C. Please confirm that by adding the BRMAS operation to the derivation of 
QBRM counting costs, you are proposing a modification not only to the 
methodology used by KeySpan Energy witness Bentley but also the 
method used by USPS witness Campbell. If no, please explain. 

D. Please confirm that the Commission accepted KE witness Bentley's 
derivation of QBRM costs in Docket No. R2000-1. If no, please explain 

RESPONSE: 

(A) Confirmed. The explanation as to why this methodology is unsound can 

be found in USPS-T-22, page 37 at 27. 

( 6 )  Confirmed. The explanation as to why this methodology is unsound can 

be found in USPS-7-22, page 37 at 27. 

(C) Not Confirmed The cost for the "BRMAS operation" were not added to 

these cost studies The "additional workload BRMAS" costs were added, 

as described in USPS-T-22. page 38 at 13-15 

(D) Please see PRC Op. R2000-1 at [6022] where the Commission stated, 

The Cornmission finds that Keyspan's high-volume analysis presents the 
best available evidence, incomplete as it is. f 

t 
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INTERROGATORIES OF KEYSPAN ENERGY 

KEIUSPS-T22-16 Please refer to pages 98 and 99 of Library Reference USPS- 
LR-J-60 where you derive the unit costs for QBRM letters. . .  

4 
D 

A. Please confirm that you did not include costs from "Other Software" and 
"End-of-Run" for counting the letters because the cost of using such methods 
is zero. If no, please explain. 

6. Please confirm that BRMAS performs sorting, counting and rating of 
QBRM letters. If no. please explain. 

C. Please provide the basis and source for the productivity of 7,936 PPH that 
you use for letters that are counted by BRMAS. 

D. Does the BRMAS operation. for which you have used a productivity of 
7,936 PPH, entail sorting the QBRM letters? If not. please explain. 

E. If the 7,936 PPH productivity factor you used for BRMAS does include 
sorting, please explain why QBRM letters should pay twice for sorting, once 
in the First-class rate and again in the QBRM per piece fee? 

RESPONSE: 

8 (A) Confirmed 

(B) Confirmed 

(C) Please see USPS LR-J-60 page 103 

(0 )  No This figure inCludeS the ac!iviries above and beyond those typically 

associated with a normal incoming secondary operation as described in 

USPS-T-22 page 38 at 3-1 5 

!E) No response is required 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF KEYSPAN ENERGY 

KE/USPS-T22-20 Please refer to revised Library Reference USPS-LR-J-60 where you 
altered the models for Handwritten (HAND) and QBRM letters to exclude all operations 
after the outgoing primary. and to your responses to Parts K and L of Interrogatory 
MMA USPS-T22-25. 

A. 

B 

C 

D 

- 
- 
r 

G 

rl 

I 

Please confirm that out of 10.000 HAND letters, you assume that 9.891 or 98.9% 
of the letters will be successfully barcoded in the Outgoing RBCS Operation. If no. 
please correct these figures. provide the source for your corrected figures, and 
explain why each such correction is necessary 

Please confirm that out of 10.000 HAND letters, you assume that 9.891 or 98.9% 
of the letters will be successfully sorted in the Outgoing RBCS operation. If no. 
please explain. 

Please confirm that out of 10,000 HAND letters. you assume that 109 (89 from the 
ISS and 20 from the OSS) or 1.09% of the letters will be rejected from the outgoing 
RBCS and will be sent to a manual operation afterwards. If no. please correct 
these figures. provide the source for your corrected figures, and explain why each 
such correction is necessary 

Please explain all possible differences between the equipment used in the 
outgoing primary BCS operation for QBRM letters and the following RBCS 
automated equipment used to process HAND letters that causes the reject rates 
for HAND letters to be so much lower than those for QBRM letters. 

7 .  
2 

Please explain the term "leakage rate- and how it differs from "reject rate". 

?!ease confirm that out of 10.000 QBRM letters, you assume that 9.510 or 95.10% 
oi  the letters will be successfully sorted in the Outgoing BCS Primary operation. If 
no. please correct these figures. provide the source for your corrected figures. and 
explain why each such correction is necessary 

Please confirm that after the outgoing primary operation, you assume that the 
xocessing of HAND and QBRM letters will incur similar costs until final delivery. If 
10 please explain. 

Please confirm that the percentages you confirm (or correct) in parts A through C 
ana F are not figures specific to handwritten or QBRM letters, but are "results" Of  
using "average- data in the models, If you cannot confirm please explain. 

Please explain why !he percentage of letters successfully sorted by automation in 
the outgoing primary operation that "result" from using 

The ISS which has a leakage rate of .89%, and 
The OSS which has a reject rate of .20% 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF KEYSPAN ENERGY 

RESPONSE TO KE/USPS-T22-20 (CONTINUED) 

average' data in the models are not specific to the category of letters that the 
model is intenaed !o reflect 

Please explain how you can accurately determine the cost relationships between 
!he rate categories if the percentage of letters successfully sorted by automation in 
tne outgoing primary operation tnat "result" from using "average" data in the 
models are not specific to the category of letters that the model is intended to 
reflect 

Is it you: testimony that the cost distinctions that exist between a QBRM mail piece 
and a handwritten reply mail piece disappear once the handwritten letter has been 
barcoded and sorted in the RBCS operation7 Please explain your answer 

J 

K 

RESPONSE: 

Please see the revised figures filed on 1111 5/01 

( A )  Please see the response to KE!USPS-T22-3(D) 

(e) Please see the response to KEiUSPS-T22-3(D). 

(C) ?!ease see :he response to KE/USPS-T22-3(D). 

( D )  The number of handwntten reply mail pieces that are rejected in the QBRM 
aralysis is greater than the number of QBRM mail pieces that are rejected Please 

see !he response to KE:USPS-T22-5(D) 

I C ,  ='ease see Docket No R97-1 USPS-T-23. page 5 at 16-20 

G Uai mrfirmeo A more limited QBRM analysis was adopted on 11/05/0i and 

sdosequently revised on 11,15101 This analysis does not include costs beyond 

tne outgoing primary Operation 

: H) I! can be confirmed that average data are used for the OBRM cost model. 

clowever the handwritten model relies on data from the accept and upgrade 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF KEYSPAN ENERGY 

RESPONSE TO KE/USPS-T22-20 (CONTINUED) 

study conducted in Docket No. R97-1 (USPS LR-H-130) that are specific to 

handwritten mail pieces. 

(I)(JiAverage data are used in the models because all letters and cards are processed 

in the same operations using the same MODS numbers. regardless of ciass and 

rate category Consequently. disaggregate data are not available This is one 

reason why CRA adjustment factors have histoncally been applied to cost model 

results 

(K) It is my testimony that the cost difference between a QBRM mail piece and 

handwritten reply mail piece is driven by the fact that the handwritten reply mall 

piece must undergo additional processing steps so that a barcode can be applied 

to that mail piece 
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KEIUSPS-T22-21 Please refer to page 6 of the USPS Address Deficiency Study, 
Library Reference USPS-LR-1-192 in Docket No. R2000-1 and your 
responses to Parts K and L of Interrogatory MMNUSPS-122-25. 

Please confirm that the USPS Address Deficiency Study found that 29.6% 
of all First-class letters exhibited one or more address deficiencies. If you 
cannot confirm. please explain. 

Do you agree that, because First-class Automation letters have their 
addresses certified using the CASS system while single piece letters do not 
have their addresses certified. the percentage of First-class single piece 
letters that have one or more address deficiencies is likely to be higher than 
29.6%. Please explain your answer. 

Please confirm that address deficiencies studied in the USPS Address 
Deficiency Study included: 

1. Apartment Number 
2. Directional Suffix 
3. Rural RouteiBox Number 
4. Street NamelNumber 
5 .  CitylStateiZip 
6. Incorrect Zip+4 

Please confirm that for purposes of your mail flow models, you assumed 
that HAND letters would exhibit no address deficiencies. If you cannot 
confirm. please explain. 

In your response to Parts (K) and (L) of Interrogatory MMNUSPS-T22-25, 
you state that the primary cost distinctions that exist between QBRM and 
HAND letters are the costs required to apply a barcode in the RBCS 
operation to the HAND letter. Please provide all of the other secondary cost 
distinctions that you know of, if they exist. 

li- 
A. 

E. 

C. 

D. 

E. 

RESPONSE: 

(A) Confirmed. 

( E )  Not necessarily The data found in Docket No R2000-1 USPS LR-1-192 do 
not appear to be calculated at that level of detail However, even if the 

percentage of address deficiencies were higher for single-piece letters, 

these mail pieces are more likely to be processed using systems, such as 

Optical Character Readers (OCR) and Remote Encoding Centers (REG). 
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8 

that can correct addressing problems. In addition, it should be pointed out 

that data collected in Docket No. R2000-1 showed that the percentage of 

First-class presort letters that were returned and forwarded. which could be 

a reflection of the percentage of address deficiencies. was higher than the 

percentage of First-class single-piece letters that were returned and 

forwarded. Please see Docket NO. R2000-1, Tr. 7/3758-3159. 

(C) Confirmed 

(D) Not confirmed. The data used in the handwritten reply mail model included 

handwritten-specific data from Docket No. R97-1, USPS LR-H-130. 

Consequently, the impact of address deficiencies in handwritten mail pieces 

would be included in the model. As stated in the response to KUUSPS- 

T22-21(8), handwritten reply mail pieces are likely to be processed using 

systems that can correct the address deficiency. In addition, CRA 

adjustment factors are applied to model costs to compensate for the fact 

that some tasks are not modeled. 

(E) The cost difference between a QBRM mail piece and a handwritten reply 

mail piece is driven by the fact that the handwritten reply mail piece must 

undergo additional processing steps so that a barcode can be applied to 

that mail piece. Once both mail pieces are barcoded. it is possible there 

could be additional minor cost differences. However, it is not possible to 

determine the extent of those differences, if any exist, given that input data 

specific to both mail types are not available. 

c 
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KUUSPS-T22-23 
T14-8 that was originally directed to USPS witness Thomas A. Bozo .  There you 
indicate that the issue of more QBRM letters being rejected in the outgoing BCS primary 
than HAND letters in the RBCS has been resolved. Please also refer to revised pages 
12. 14. 16 and 408 of USPS-LR-J-60 where you provide the mail flows for HAND, 
QBRM. BMM and Single Piece machinable letters. respectively. 

A. For HAND letters, please explain why 8.601 of 10,000 letters will flow from the 

Please refer to your response to Part C of Interrogatory KEIUSPS- 

outgoing ISS. after being resolved by the RCR. to the outgoing OSS. rather than to 
another automated sort as you show BMM letters do. 

E. Please confirm that for HAND letters, you show that 97.88% of the letters will be 
successfully barcoded (91.02% being barcoded to 9- or 11-digits and 6.86% being 
barcoded to 5-digits) and sorted in the RBCS. and then sent to an automated 
operation for additional processing. If no, please provide the correct percentage and 
explain. 

C. Please confirm that for BMM letters, you show that 99.62% of the letters will be 
successfully barcoded (98.58% being barcoded to 9- or 1 I-digits and 1.04% being 
barcoded to 5-digits) and sorted in the RBCS. and then sent to an automated 
operation for additional processing. . If no, please provide the correct percentage 
and explain. 

D. Please confirm that for Single Piece machinable letters, you show that 99.56% of the 
letters will be successfully barcoded (98.68% being barcoded to 9- or 11-digits and 
0.88% being barcoded to 5digits) and sorted in the RBCS. and then sent to an 
automated operation for additional processing. If no, please provide the correct 
percentage and explain. 

E. Please confirm that 100% of QBRM letters are prebarcoded and able to bypass the 
RBCS. If no. please provide the correct percentage and explain. 

F. Please confirm you show that 95.10% of QBRM letters will be successfully sorted in 
the outgoing BCS primary. and then sent to an automated operation for additional 
processing. If no. please provide the correct percentage and explain. 

original question posed to USPS witness B o z o  in Part B of Interrogatory KE/USPS- 
T:-l-5. which asked the same thing. 

c1 Is it reasonable to expect that 2.12 % of handwrltten addressed letters would be 
rejected by postal automation equlpment in the RBCS, requlnng manually 
processing. but that, if those same letters have prebarcodes and printed addresses 
that are pre-approved pursuant to USPS requirements. 4.9% Of 

G. Assuming your answer to Part F is yes, please explain why you did not confirm the 
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such letters would be rejected in the outgoing BCS primary. requiring manual 
processing? Please explain your answer 

I. Is it reasonable to expect that 0.38 % of BMM letters would be rejected by postal 
automation equipment in the RBCS. requiring manual processing, but that. if those 
same letters have prebarcodes and printed addresses that are pre-approved 
pursuant to USPS requirements. 4.9% of such letters would be rejected in the 
outgoing BCS primary, requinng manual processing? Please explain your answer. 

J. Is it reasonable to expect that 0.44% of Single Piece machinable letters would be 
rejected by postal automation equipment in the RBCS, requiring manual processing. 
but that, if those same letters have prebarcodes and printed addresses that are pre- 
approved pursuant to USPS requirements, 4.9% of such letters would be rejected in 
the outgoing BCS primary, requiring manual processing? Please explain your 
answer. 

K. Please explain how your revisions using the new methodology filed on November 5, 
2001. as further updated on November 15. 2001, resolved the issue. 

L. Please confirm that after HAND letters are barcoded by the Postal Service in the 
RBCS. processing of HAND and QBRM letters will be virtually identical. with little 
Change in the mail processing costs until the letters are delivered. If you cannot 
confirm. please explain. 

RESPONSE: 

(A) Please see the response to KE/USPS-T39-1 for a description regarding how 

handwritten mail pieces are processed, including the fact that the images are 

lifted on the Advanced Facer Canceller System Input Sub System (AFCS-ISS) 

In addition please see Altachment 1 of that same interrogatory response to view 

a simplified mail flow diagram 

Bulk Metered Mail (BMM) letters are first processed on the Multi Line Optical 

Characcer Reader Input Sub System (MLOCR-ISS) Unlike the AFCS-ISS, the 

MLOCR-ISS has the ability to read machtne pnnted addresses and apply 

barcodes to those mail pieces without having to forward an image to the Remote 

Computer Read (RCR) system 
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Consequently the BMM letters cost model showed that 8 747 mail pieces were 

barcoded directly by the MLOCR-ISS and routed to automation operations 

Please note that 969 mail pieces were not barcoded by the MLOCR-ISS and had 

to subseauently be processed on an Output Sub System (OSS) Like the 

MLOCR-ISS the OSS has the ability to apply barcodes directly to the mail piece 

based on the results achieved using the Remote Bar Coding System (RBCS) 

In contrast the AFCS-ISS cannot apply barcodes directly to mail pieces The 

AFCS-ISS lifts handwritten images and routes them to the RCR system. Even if 

the RCR system can finalize that mail piece, those mail pieces must be 

processed on a OSS so that the RBCS result can be retrieved from the Decision 

Storage Unit (DSU) and a barcode corresponding to that result can be applied to 

the mail piece 

(B)  I t  can be confirmed that 91.02% of these mail pieces were "successfully" 

barcoded. The "5-Digit" sort in the cost model refers to the fact that the mail 

pieces are sorted to the ZIP Code level before being forwarded to manual 

incoming secondary processing. This operation processes mail pieces that 

contain both %digit and 9-digit barcodes. A "successful" barcode are those in 

wnich a "Finest Depth Of Sort" result was possible. Such a result would typically 

require an 11-digit barcode 

(C> I! can be confirmed that 98 58% of these mail pieces were "successfully" 

oarcooed for the reasons specified in the response to KEiUSPS-T22-23@). 

( 2  Not confirmed. This model represents the costs for a single-piece machinable 

letter with a machine printed address. Please see the response to Presiding 

Officer's Information Request No. 4,  Question 9(b). It can be confirmed that 

98.68% of these mail pieces were "successfully" barcoded for the reasons 

specified in the response to KE/USPS-T22-23(B). 
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In general this can be confirmed unless the AFCS-ISS is unable to read and 

interpret the Facer Identification Mark (FIM) Please see the response to 

KE/USPS-T39-1 for a description regarding how Qualified Business Reply Mail 

iQBRM) mail pieces are processed In addition please see Attachment 1 of that 

same interrogatory response to view a simplified mail flow diagram 

Not confirmed The QBRM cost study no longer includes subsequent processing 

steps 

The responses to KE/USPS-T22-23(F) and KE/USPS-T14-8(b) have not been 

confirmed because they concern subsequent processing steps As staled in the 

response to MMA/USPS-T22-25(K), the methodology was revised to exclude the 

costs for mail processing tasks in subsequent steps, including those related to 

the Drocessing of rejects 

(H)(l j iJ) The actions described in parts (H) through (J) seek to use the cost model for a 

purpose other than that intended. Most cos1 studies involve narrowly defined 

benchmark - rate category comparisons. For example, automation presort letter 

cost models by rate category are used to de-average a CRA mail processing unit 

cast estimate. Those results are then compared to a Bulk Metered Mail (BMM) 

letter benchmark. 

There are limitations when it comes to the data that can be used for cost models. 

Many dara inpurs represent "average" figures. In addition some of the data inputs 

would likely change if large volumes of mail migrated from one mail type (e.g., 

single-piece1 to another. The CDSI models in USPS LR-J-BO were not 

xnstructed lo evaluate such migration. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF KEYSPAN ENERGY 

RESPONSE TO KEIUSPS-T22-23 (CONTINUED) 

On 11/05/01. a revlsed QBRM cost methodology was adopted whlch was simiiar 

to that used in Docket No. R97-1. This methodology was changed to address 

concerns expressed by the MMA. The QBRM cost study was subsequently 

revised on 1111 5/01 to correct an error in the handwritten reply mail cost model. 

In my opinion. these changes addressed the original concerns. 

Not confirmed. Please see the response to KE!USPS-T22-33(B). 
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KE/USPS-T22-24 
T14-6 and Part C of Interrogatory KE/USPS-T14-7 that was originally directed to USPS 
witness Thomas A. B o z o  There you indicate that the issue of more QBRM letters 
being rejected by postal automation equipment than HAND and BMM letters has been 
resolved 

A Is it your position that removing all postal operations after the RBCS in your HAND 
model and all postal operations after the outgoing BCS pnrnary in your QBRM model 
resolved the problem where initially you showed that more QBRM letters would be 
rejected than HAND letters7 If no. please explain 

B Assuming your answer to Part A is yes, please provide the mail flows and resulting 
model rejection totals for HAND and QBRM letters if the letters were processed 
through the incoming secondary sort to demonstrate that your revisions have 
resolved the problem. 

Please refer to your responses to Par7 C of Interrogatory KEIUSPS- 

RESPONSE: 

(A) Yes. A more limited analysis similar to that found in the initial Docket No. R97-1 

was adopted on 11/5/01. In Docket No. R97-1. it should be noted that witness 

Bentley (BUG-T-1) voiced no disagreement with the cost methodology that was 

used to support the original QBRM workshanng related savings estimate (USPS- 

T-23).  A more limited analysis focuses on the cost differences associated with 

applying a barcode to a handwritten reply mail piece. I feel that this revised cost 

study more closely estimates the QBRM worksharing related savings. . 

( B )  Mail flows can be found in the response to KEIUSPS-T39-1. Attachment 1. It is 

not possible to set up detailed cost models that contain data specific to 

handwritten reply mail letters and QBRM letters as those data are not available. 
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KE/USPS-T22-28 
T22-6. There you answered "No" to the hypothetical question posed by KeySpan 
Energy. but your explanation does not seem to relate to your answer. 

A. If i t  could be demonstrated that. afier the outgoing pnmary operation. more 
QBRM letters than handwritten letters can be processed successfully on 
automation. would you agree that eliminating all other operations from the cost 
savings analysis. as you did. is inappropriate because it understates QBRM cost 
savings? Please explain your answer. 

E. Please confirm that, if i t  could be demonstrated that afier the incoming primary 
operation more QBRM letters than handwritten letters can be processed 
successfully on automation. then eliminating the incoming secondary operation 
from the analysis of QBRM cost savings would be inappropriate because it would 
understate QBRM cost savings. Please explain your answer. 

Please refer to you response to Part F of Interrogatory KEIUSPS- 

RESPONSE: 

(A) No. All things considered, I think the appropriate basis for this analysis is to 

estimate the costs required to apply a barcode to a handwritten reply mail piece. 

Such an analysis is appropriate because the only cost difference between a 

QBRM mail piece and a handwritten reply mail piece that can be estimated using 

the data available are the costs associated with barcoding the handwritten mail 

piece. In addition. cost model inputs specific to QBRM mail pieces and 

handwritten reply mail pieces are not available. In the case of the handwritten 

reply mail piece. that data will never be available because it represents a 

hypothetical situation where QBRM customers would use a mailing alternative 

were the QBRM mail piece not available 

Please see the response to KE!USPS-TZZ-ZB(A) (E! 
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F. TO INTERROGATORIES OF KEYSPAN ENERGY REDIRECTED FROM 
WITNESS KINGSLEY 

KEIUSPS-T-39-1 On page 11 of your Direct Testimony you claim that firm 
holdout or post office box addressed letters that have a unique 9-digit zip code 
require two passes in the sectorlsegment operation as part of the incoming 
secondary sort. 

A. Please describe the flow of QBRM letters from the time they reach the 010 

b 

mail preparation operation until they reach the firm holdout or post oftice box 

6. Please describe the flow of these same letters if the addresses were hand 
addressed, there was no prebarcode. ana the requirement for pre-approval of 
mail design by the Postal Service was waived. 

Response: 

(A)(B) Simplified mail flow diagrams for both QBRM letters and handwritten reply 

mail letters can be found in Attachment 1. Both types of mail are "loose." mixed 

in hampers, and enter a given postal facility as "collection mail." These hampers 

are dumped into conveyor/culling systems that ultimately feed the Advanced 

Facer Canceler System Input Sub System (AFCS-ISS). The AFCS-ISS culls 

cancels (if required), and sorts collection mail based on the type of address 

Prebarcoded reply mail pieces contain Facer identification Marks (FIM) that the 

AFCS-ISS can read. A mail piece containing either FIM A (courtesy reply mail) 

or C (qualified business reply mail) is sorted to bin 1 or bin 2, depending on the 

specific orientation of that mail piece. Mail pieces from bins 1 and 2 are then 

routed to an automation outgoing primary operation that is often referred to as a 

"FIM" program in many plants. The automation outgoing primary operation is 

typically performed on a Delivery Bar Code Sorter, or DBCS (96 percent 

according to USPS LR-J-60, page 49) 
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Handwritten mail pieces pass through an "enricher module" on the AFCS-1SS 

This module determines whether aodresses are machine minted or handwritten 

Handwritten mail pieces are cancelled and sorted to either bin 3 or 4, based on 

the orientation of the mail piece. Before this mail is cancelled and sorted, 

however, an ID tag is applied to  the back of the mail piece and an "image" is 

"lifted" by the AFCS-ISS. This information is immediately routed to the Remote 

Computer Read (RCR) system. If the RCR system cannot resolve the image, It 

routes the image to a Remote Encoding Center (REC) where Data Conversion 

Operators (DCO) will key in address information until a result is achieved. 

Handwritten mail pieces are staged and processed later in an outgoing Output 

Sub System (OSS) operation after the RBCS system has had a chance to 

finalize that mail. The OSS reads the ID tag, queries the Decision Storage Unit 

(DSU) for t h e  result, and applies a POSTNET barcode to the mail piece based on 

that result. The outgoing OSS operation is typically performed on a DBCS (63 

percent according to USPS LR-J-60. page 49). 

A: :his point. both the QBRM letter and the handwritten letter will be barcoded 

anc will proceed through one or more steps until the mail pieces are isolated 

based on the  5-digit ZIP Code associated with the post office box. This generally 

occurs in the incoming Sectional Center Facility (SCF) or incoming primary 
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operation. These 5-digit groupings of mail are then routed to their respective 

"incoming secondary" operations 

For the QBRM mail piece, the incoming secondary operation will often be in the 

form of a Business Reply Mail Accounting System (BRMAS) operation that IS 

performed on either an MPBCS or a DBCS. The term "BRMAS actually refers 

to the software that is used. Most large BRMAS operations, such as the one at 

the Washington Processing and Distribution Center (P&DC), are multiple-pass 

operations, similar to the multiple-pass incoming secondary operations used to 

sort letters and cards in Delivery Point Sequence (DPS). The QBRM mail piece 

will be sorted to the "phantom box" number (related to the permit number) in one 

or more passes in the BRMAS operation. 

The handwritten reply mail piece will be routed to an incoming secondary box 

sec:ron program performed on either an MPBCS or a DBCS. Incoming 

secondary box section programs are generally two pass programs where box 

sec!ion mail pieces are sorted into "sector segment" sequence. The sector 

segment operation minimizes the casing time because the mail is sorted in the 

order that the clerk cases the mail into each box section. 
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operation. These 5-digit groupings of mail are then routed to their respective 

"incoming secondary" operations 

For the QBRM mail piece, the incoming secondary operation will often be in the 

form of a Business Reply Mail Accounting System (BRMAS) operation that is 

performed on either an MPBCS or a DBCS. The term "BRMAS" actually refers 

to the software that is used. Most large BRMAS operations, such as the one at 

the Washington Processing and Distribution Center (PBDC), are multiple-pass 

operations, similar to the multiple-pass incoming secondary operations used to 

sort letters and cards in Delivery Point Sequence (DPS). The QBRM mail piece 

will be sorted to the "phantom box" number (related to the permit number) in one 

or more passes in the BRMAS operation. 

The handwritten reply mail piece will be routed to an incoming secondary box 

section program performed on either an MPBCS or a DBCS. Incoming 

secondary box section programs are generally two pass programs where box 

section mail pieces are sorted into "sector segment" sequence. The sector 

searnent operation minimizes the casing time because the mail is sorted in the 

order tha't the clerk cases the mail into each box section. 

. 
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The mail flows found in Attachment 1 are general in nature. Mail volume dictates 

mail flow, The "sori plan" software that instructs a given machine how to sort the 

mail is the mechanism that is used to control mail flow. Sort Dlans can be 

structured to minimize the average number of handlings per piece The Density 

Analysis System (DAS) IS used by field s:aff to regularly evaluate sort plans by 

operation and determine whether changes need to be made When the mail 

volumes processed in a given operation on a given machine change over time. 

the sort plans can also be chanoed to minimize the amount of piece handlrngs 

Consequently, a high volume post ofice box mail recipient would likely have their 

mail finalized in the same number of automation piece handlings, whether the 

mail piece entered a given facility as a prebarcoded reply mail piece or 

handwritten reply mail piece. The only difference would be the extra RBCS- 

related processing steps required to apply a barcode to the handwritten mail 

piece. 
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RESPONSES OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF KEYSPAN ENERGY 

REDIRECTED FROM WITNESS KINGSLEY 

KEIUSPS-T39-14 Please refer to your descriptions of the equipment used in the RBCS 
on pages 5 and 6 of your Direct Testimony, the mail flow densities provided on pages 
46 and 52 of Library Reference USPS-LR-JGO, and USPS witness Campbell's answer 
to Interrogatory KE/USPS-T29-50(FJ in Docket No. R2000-1. 

A. Please confirm that MLOCRs (44 or 60 bins) that are currentiy used in the 
oulgoing ISS operation provide for fewer separations than MPBCSs (96 bins) 
and DBCSs (174 bins, on average). If no, please explain. 

E. Please confirm that USPS witness Miller shows that 26.36% of the letters 
processed in the outgoing ISS operation can be sorted such that the letters 
bypass the outgoing secondary and incoming primary operations. and go directly 
to the incoming secondary. If no, please explain. 

C. Please confirm that USPS witness Miller shows that 6.59% of the letters 
processed in the outgoing BCS primary can be sorted sud that the letters 
bypass the outgoing secondary and incoming primary operations, and go directly 
to the incoming secondary. If no, please explain. 

D. w h y  would the letters processed in the outgoing ISS operation be soited to a 
finer degree than letters processed in a ECS outgoing primary operation? 

E. Please confirm that USPS witness Miller shows that 34.00% of the letters 
processed in the outgoing OSS operation can be sorted such that the letters 
bypass the outgoing secondary and incoming primary operations, and go directly 
to the incoming secondary. If no, please explain. 

F W h y  would the letters processed in the outgoing OSS operation be sorted to a 
finer degree than letters processed in the BCS outgoing primary operation? 

G. Please confirm that USPS witness Millers shows that the marginal productivhies 
for the outgoing ISS, outgoing OSS and outgoing BCS primary operations are 
8.142. 10,240, and 6.559, respectiiely. If no, please explain. 

ti. why would the letters processed in the outgoing ISS and OSS operatins be 
sorted to a finer degree and with much greater productivity than letters processed 
in the BCS outgoing primary operation? 

i 

.. 

. 
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(A) This can be confirmed at sites using Multi Line Optical Character Reader 

Input Sub Systems (MLOCR-ISS). Sites that use Delivery Bar Code Sorters 

(DBCS) that have been retrofitted with Optical Character Reader (OCR) 
andlor Input Sub System (ISS) capabilities would have a greater depth of 
sort. 

(B) This can be confirmed based on the presort lettedcards density table found 

in USPS LR-J-60 on page 52. 

(C) This can be confirmed based on the presort letterskards density table found 
in USPS LR-J-60 on page 52. 

(D) The outgoing ISS operation and the automation outgoing primary operation 

are used to perform different tasks. The outgoing ISS operation is used to 
either barcode a mail piece or liR the image for a mail piece. In general. the 

purpose of the automation outgoing primary operation is to sort FIM reply 

mail. Consequently, it should not be expected that both operations would 

have identical density values. 

(E) This can be confirmed based on the presort lenedcards density table found 
in USPS LR-J-60 on page 52. 

(F) The outgoing OSS operation and the automation outgoing primary operation 
are used to perform different tasks. The outgoing OSS operation is used to 

barcode a mail piece that has been resobed by RBCS. In general. the purpoSe 

of the automation outgoing primary operation is to sort FIM reply 

L 

- . 
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mail. Consequentty, it should not be expected that both operations would 
have identical density values. 

(G) This can be confirmed based on the productivity table found in USPS LR- 
J-60 on page 46. 

(H) In regard to the level of sortation. please see the responses to KUUSPS- 
T39-14(D) and (F). In regard to the productivity differences, these 

operations are all distinct and are used to accomplish different tasks. In 

addition, different machines are used to accomplish these tasks. The 

OBCS is a singlesided four-tiered machine that contains an average of 
174 bins. The MPBCS is a two-sided single-tiered machine that contains 

96 bins. The MLOCR-ISS is a single-sided single-tiered machine that 

contains 60 bins. Despite the differences between these machines, each 

machine is staffed with two mail processing clerks. Given these facts, I 

would not expect the produdivities to be identical. 

Individual statistics by operation cannot be scrutinized in an isolated 

fashion. A system perspective must be used. For example, a DBCS that 

contained fewer bins wouM likely maintain higher productivaiis due to the 
reduced walking and sweeping time requirements. However, the amount 
of mail that would have to be rehandled in downstream opetations would 

increase. 

? 

~. . 
1 
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RESPONSES OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF MAJOR MAILERS ASSOCIATION 

MMANSPS-T22-1 On page iv of your Direct Testimony you indicate that in Docket 
R2000-1 you testified as the Postal Service's expert witness on First-Class Mail cost 
savings resulting from worksharing operations performed by mailers. 

A. Please confirm that in Docket No. R2000-1, you testified that you did not visit any 
First-class workshare mailer facilities to view first hand how mailers perform 
worksharing operations. If you Cannot confirm, please explain. 

Since you testified in Docket No. R2000-1, please indicate what workshare 
mailer facilities you have visited in order to get a better understanding of 
worksharing operations that First-class mailers perform. Please provide the 
dates and places of such visits, what you saw, and copies of any notes that you 
took or handouts that were provided to you. 

If you have observed workshare mailers' operations first hand, please confirm 
that, depending upon the volumes of workshared letters mailed, worksharing 
operations can include the following: 

1. Traying the letters 

6. 

C. 

a. Unloading and distributing empty trays provided by USPS to 

b. Removing old labels and printing and inserting new labels; 
c. Sleeving the trays; 
d. Banding the trays; 
e. Preparing and applying Destination and Routing ('DAR") labels; 
f. Preparing and applying ACT tags; 
g Postage Verification; and 
h. Presorting the trays 

appropriate workstations; 

2. Palletizing the trays 
a. Unloading and distributing empty pallets provided by USPS to 

appropriate workstations; 
b. Stacking Trays onto pallets; 
c. Shrinkwrapping pallets to secure trays during transport by USPS; 
d. Labeling pallets; and 
e. Presorting the pallets. 

3. Loading mail onto trucks 
a. Moving pallets; 
b. Meeting USPS scheduling requirements; and 
c. Presorting the trucks with presorted pallets. 
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1. Traying the letters 
a. Unloading and distributing empty trays provided by USPS to 

b. Removing old labels and printing and inserting new labels; 
c. Sleeving the trays; 
d. Banding the trays; 
e. Preparing and applying Destination and Routing ("DAR") labels; 
f. Preparing and applying ACT tags: 
g Postage Verification; and 
h. Presorting the trays 

appropriate workstations; 

2. Palletizing the trays 
a. Unloading and distributing empty pallets provided by USPS to 

appropriate workstations; 
b. Stacking Trays onto pallets; 
c. Shrinkwrapping pallets to secure trays during transport by USPS; 
d. Labeling pallets; and 
e. Presorting the pallets. 

3. Loading mail onto trucks 
a. Moving pallets; 
b. Meeting USPS scheduling requirements; and 
c. Presorting the trucks with presorted pallets. 

Do you agree that in Docket No. R2000-1, your derivation of workshare 
cost savings did not include the cost savings to the USPS of the additional 
worksharing activities, listed in Part C of this interrogatory, that mailers 
perform? If you do not agree. please fully explain your answer. 

Are you aware that First-class workshare mailers are required to sort and 
load pallets of letters onto trucks, as specified by the Postal Service, so 
that the trucks can by pass local and intermediate postal facilities and 90 
drrectly to an airport or H u b  and Spoke ("HASP") facility? Please explain 
your answer. 

If you agree that mailers who comply with Postal Service requirements to 
presort trucks that routinely bypass local and intermediate postal facilities, 
would not such transportation cost savings be considered worksharing? 

- -~ -RESPONSE-OF-UNITED STAESP-OSTALSERYJCEWIMESS-MlLLERT.0. ~ 

INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

RESPONSE TO MMNUSPS-TZZ-I (CONTINUED) 

D. If you have not observed workshare mailers' operations first hand, please 
confirm your understanding that, depending upon the volumes of 
workshared letters mailed, workshare mailers perform some or all of the 
following operations: 
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H. Can BMM be prepared in such a manner that the trucks carrying the mail 
can bypass the routes normally taken by those trucks? Please explain 
your answer. 

RESPONSE: 

Page iv of my direct testimony does not use the term "expert." However, I was 

the Postal Service cost witness that estimated the worksharing related savings 

for the First-class Mail presort letters and cards rate categories in Docket No. 

R2000-1 

(A) Not confirmed. I can't recall, absent a citation, whether I was asked that 

specific question. I did not testify as such in my direct testimony as the 

purpose of that testimony was to development estimates of worksharing 

related savings captured by the Postal Service when mailers choose to 

presort andlor prebarcode their letter and card mailings. In order to 

calculate those savings, it was not necessary to be familiar with mailer 

operations. 

(6)  In this docket, the purpose of my testimony is to again develop estimates 

of worksharing related savings captured by the Postal Service when 

mailers choose to presort and/or prebarcode their letter and card mailings. 

Consequently, I attempt to observe field operations at as many postal 

facilities as I can, schedule permitting. During recent field observations at 

postal facilities, I also had the opportunity to tour two mailer facilities. In 

both instances. management at each facility conducted a general tour. I 

did not receive any handouts and took no notes in either instance. As an 

industrial engineer, I found the tours to be both interesting and 

informative. However, I did not have the expressed intention of 
developing a "better understanding" of mailer operations in the context of 

how it would affect my testimony and cost studies for the reason provided 

in my response to MMNUSPS-TZZ-l(A). 
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On Monday August 27. 2001, I toured a large mailing concern in Denver, 

Colorado. This organization submits their mailings to the nearby Denver 

Processing and Distribution Center (P8DC). My recollection from the tour 

is that roughly 70% of the mail volume in that facjlity is collected from local 

firms and is presorted and/or prebarcoded. The residual mail that cannot 

be presorted and/or prebarcoded is entered as First-class Mail single- 

piece mail at the Denver facility. The remaining 30% of the mail volume 

processed at this facility is mail "manufactured" at that facility. At one 

point, the manager and I discussed possible reasons why some mailers 

do not engage in worksharing. One reason that he specified was the lack 

of awareness of employees responsible for the mail generated at those 

facilities. When I mentioned that I had seen trays of Bulk Metered Mail 

(BMM) letters submitted directly to the Denver PgDC, he stated that 

presort bureaus cannot solicit the Postal Service for names of businesses 

that are not currently worksharing. Another reason that he specified was 

the structure of an organization. He used a particular telecommunications 

firm as an example,. Apparently, this firm has very decentralized 

operations throughout the region. The lack of a centralized mailing 

operation seems to act as a barrier, in this instance, to the adoption of 

worksharing. 

On Tuesday August 28. 2001, I toured a large mailing concern in 

Louisville, Colorado. Specifically, I was given a general tour of the 

Business Reply Mail (BRM) operations. The BRM received by this facility 

is currently processed at Valmont Station in Boulder, Colorado. The 

em'ployees who escorted me through the facility were familiar with the 

ratemaking process. In discussing that process, they mentioned that they 

had assisted the MMA cost analyst and counsel in developing their 

Docket No. R2000-1 testimony. 

7 
Y 

f 
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The tours of mailer facilities that I have participated in have been general 

in nature. I did not attempt to identify and analyze every possible task 

performed at every possible facility. Consequently, I cannot confirm this 

statement. 

No response is required. 

I do not agree. The Commission approved benchmark for First-class Mail 

letters has been Bulk Metered Mail (BMM) letters in each of the past three 

dockets (PRC Op. R2000-1 at [5089]. PRC Op. R97-1 at [5089], and PRC 

Op. MC95-1 at [4302]). BMM letters are generally regarded to be "clean," 

machinable mail pieces that are entered directly into originating postal 

facilities in trays with the mail pieces faced in the same direction. They 

are not palletized and are not loaded onto trucks. Consequently, if BMM 

letters are used as the benchmark for the First-class Mail presort letters 

rate categories, the fact that employees at mailer facilities may, or may 

not, tray mail, palletize mail, and/or load mail into trucks at those facilities 

has no impact on the savings estimates. As stated previously, the 

purpose of my testimony is to develop estimates of worksharing related 

savings captured by the Postal Service when mailers choose to presort 

and/or prebarcode their letter and card mailings. The purpose of my 

testimony does E t  include analyzing mailer operations and the costs of 

those operations. 

The concept of "pallet sortation" IS not one with which I am familiar. I am 

not aware of any postal operations or MODS operation numbers related to 

pallet sorting Consequently, any cost savings related to such activities 
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RESPONSE TO MMNUSPS-122-1 (CONTINUED) 1 

would not have been included in my worksharing related savings 

estimates. However, it is my understanding that there are no formal 

requirements to which all mailers must adhere as described. Agreements 

between mailers and nearby postal facilities are typically made at the local 

level, often at the request of mailers to improve service. For example. the 

Postal Service and a mailer may enter into an agreement where the 

customer can enter a mailing after the normal critical entry time if that 

mailer were to palletize and shrink wrap that mail to facilitate the cross- 
docking process. 

b 

(G) The concept of "truck presortation" is not one with which I am familiar. I 

am not aware of any postal operations or MODS operation numbers 

related to truck sorting. Consequently, any cost savings related to such 

activities would not have been included in my worksharing related savings 

estimates. However, transportation costs have historically been included 

in the cost analyses supporting dropship discounts (please see USPS-T- 

23). Given that there are no First-class Mail dropship discounts, such an 

analysis has not been conducted. 

(H) As stated in the response to (E), BMM letters are generally "clean," 

machinable mail pieces that are entered directly into originating postal 

facilities in trays with the maii pieces faced in the same direction. 

Consequently. I do not understand the question as it has been presented. 

.L 

i 
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plNTERROGATORIES 0FTHFMA;IOR MAltERSASSDClATION-- 

MMAIUSPS-T22-4 On page 5 of your Direct Testimony you discuss 

management plans to boost the percentage of letters that can be barcoded in the 

Remote Computer Read System (RCR) to 93.2% and reference the Decision 

Analysis Request ("DAR) entitled "Letter Recognition Enhancement Program" a 

redacted version of which has been filed as Library Reference USPS LR-J-62 

__- - 

A. Please provide the RCR final percentage rates for the latest fiscal year 
available, similar to that which you provided in Docket No. R2000-1. See 
Docket No. R2000-1. Library Reference USPS LR-1-62, page 1-41. 

Please explain the reasons why, in FY 1999, 50% of the letters could not 
be read and barcoded by the RCR. 

Please explain how the Postal Service intends to increase the percentage 
rate from the 69% it expects to achieve in FY 2001 to the 93.2% it expects 
to achieve in FY 2003. 

Please explain the reasons why, in FY 2003, 6.8% of the letters will not be 
read and barcoded by the RCR. 

Please provide copies of the following documents 
1. The 1988 Corporate Automation Plan 
2. The DARs and any other documents that discuss the six RCR 

B. 

C. 

D. 

E. 

enhancement programs undertaken since 1996. 

F. For each fiscal year since implementation of the RCR program, please 
provide a table comparing the RCR percentage that the USPS expected 
to achieve for that period with the actual RCR percentage achieved during 
such period. Please provide references to appropriate source documents 
and copies of such documents. 

RESPONSE: 

The initial statement in this interrogatory is incorrect My testimony does not 

state that the  RCR finalization percentage will increase to 92 3% in the test year 

As I stated on page 5 at 21-24 

In May 2001, the Board of Governors again approved a Decision 
Analysis Request (DAR) for the Letter Recognition Enhancement 
Program that will boost the aggregate MLOCR-ISSIRCR finalization 
rate to 92 3% 

i 

- . 
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This rate is the combined finalization rate for the MLOCR-ISSIRCR system and 

IS not the finalization rate for the RCR system itself. The models used in the cost 

studies (USPS LR-J-60) have been changed to accommodate an aggregate rate 

(A) The following RCR data are from the Corporate Information System (CIS): 

- FY A 1  
96 1 N/A 
96 2 NJA 
96 3 NIA 
56 4 N/A 
96 5 NIA 
96 6 N/A 
96 7 N/A 
96 8 NIA 
96 9 N/A 
96 10 NfA 
96 11 N/A 
96 12 N/A 
96 13 NIA 

- FY Ap 
95 1 
99 2 
99 3 
99 4 
99 5 
99 6 
99 7 
99 8 
99 9 
99 10 
99 11 
99 12 
96 13 

RCR 
39.0% 
41.1% 
44.1% 
47.5% 
49.9% 
50.3% 
50.4% 
50.9% 
5 1 .3% 
51.4% 
50.3% 
50.0% 
50.7?4 

- FY Ap 
97 1 
97 2 
97 3 
97 4 
97 5 
97 6 
97 7 
97 8 
97 9 
97 10 
97 11 
97 12 
97 13 

- FY Ap 
00 1 
00 2 
00 3 
00 4 
00 5 
00 6 
00 7 
00 8 
00 9 
00 10 
00 11 
00 12 
00 13 

- RCR 
NIA 
NIA 
NIA 
NIA 
N/A 
NIA 
N/A 
NIA 
NIA 
NIA 
NJA 
N/A 
N/A 

- RCR 
52.0% 
52.2% 
56.7% 
61.4% 
61.0% 
61 .O% 
62.4% 
62.8% 
62.8% 
62.8% 
61.6% 
61.5% 
61.8% 

- FY Ap 
98 1 
98 2 
98 3 
98 4 
9a 5 
98 6 
98 7 
98 8 
98 9 
98 10 
98 11 
98 12 
98 13 

- FY Ap 
01 1 
01 2 
01 3 
01 4 
01 5 
01 6 
01 7 
01 8 
01 9 
01 10 
01 11 

01 13 
a i  12 

- RCR 
30.8% 
33.2% 
33.4% 
26.6% 
33.6% 
33.4% 
34.3% 
33.9% 
34.2% 
34.1% 
33.6% 
33.3% 
35.0% 

- RCR 
63.7% 
66.4% 
66.7% 
68.4% 
67.2% 
67.9% 
68.0% 
68.8% 
68.9% 
69.0% 
68.4% 
68.4% 
68.9% 

( 6 )  Redirected to the Postal Service. 

IC) Redirected to the Postal Service. 
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RESPONSE TO MMNUSPS-122-4 (CONTINUED) 

(D) Redirected to the Postal Service 

(El )  Please see USPS LR-J-IS6 

(E2) In October, 1991 The Postal Service Board of Governors approved a 

Decision Analysis Request (DAR) for the developmental efforts required 

to integrate "Remote Computer Reading" into the Remote Bar Coding 

System (RBCS) technology (USPS LR-J-157. pages 1-31) It was 

estimated at that time that the image recognition algorithms contained in 
RCR could "read" 25% - 50% of those mail pieces in the RBCS image 

mailstream 

in November 1992, a "bridge" DAR was approved by the Governors for 22 

additional RBCS sites, including funds for the RCR system (USPS LR-J- 

157, pages 14-31). This DAR was a "bridge" in that it kept the program 

moving forward while the Postal Service awaited the results from the 

arbitration decision regarding the use of contract labor for Remote 

Encoding Sites (RES). These facilities were later to be called Remote 

Encoding Centers (REC). 

In August 1994. the Governors approved the DAR for Phase II of the 

RBCS program (USPS LR-J-157, pages 53-1 13). This phase included 

the funds to deploy RBCS and the RCR system to 120 sites. This figure 

inciuded the 22 sites from the "bridge" DAR described above. The Phase 

I RBCS program included 25 sites, but did not include funds for RCR. 

The Phase I t  DAR estimated that RCR would reduce the REC workload 

by 25%. 
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In October 1994, the Governors approved a OAR for 29 RCR sys:ems 

(USPS LR-J-157. pages 32-52) The 29 systems were to be used as 

follows 25 would be deployed to !he Phase I RBCS sites three would be 

used for training purposes, and one would be used by engineering for 

further research and development This DAR estimated that RCR would 

reduce the REC workload by 25% 

In July 1995, the Governors approved !he DAR for Phase Ill of the RBCS 

program (USPS LR-J-157, pages 114-157). This phase included the funds 

to deploy RBCS and the RCR system to 104 sites. This DAR also 

estimated that RCR would reduce the REC workload by 25%. 

In February 1998, the Governors approved a DAR for the "Handwriting 

Recognition Upgrade" program (USPS LR-J-I 57, pages 158-1 70). This 

DAR estimated that the program would improve the RCR finalization rate 

for handwritten mail pieces to 50%. 

In January 1999. the Governors approved a DAR for the "RCR 2000" 

project that was designed to improve the finalization rate for handwritten 

and machine printed mail pieces 22 percentage points and eight 

percentage points respectively (Docket No R2000-7, USPS LR-1-164) 

The aggregate finalization rate was 69 03% 

In March 2000 the Governors approved a DAR for the "Recognition 

Improvement Program " (USPS LR-J-157 pages 171-184) This DAR 

was based on the system MLOCR-ISSIRCR finalization rate, rather than 

focusing solely on the RCR finalization rate This DAR estimated that the 

system finalization rate would improve to 85 2% 

. 

5 

- 
Y 
7 
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In May 2001, the Governors approved a GAR for the "Letter Recognition 

Enhancement Program" (USPS LR-J-62) This OAR estimated that the 

system finalization rate would improve an additional eight percentage 

points to 93 2% 

b 

(F) To the best of my knowledge. such an analysis has not been conducted. 

However, in Docket No. R2000-1, my cost models (USPS-T-24) relied on 

an RCR finalization rate of 69.03% in test year 2001. As the response to 

(A) clearly indicates, the actual RCR finalization rate by AP 13 FY 2001 

was 68.9%, a figure nearly identical to that forecast in the RCR 2000 OAR 

(Docket No. R2000-1, USPS LR-1-164). In addition, through my 

conversations with employees in both finance and engineering who have 

been involved with the RCR enhancements, this system is generally 

regarded to be one of the Postal Service's best investments when it 

comes to approaching or meeting performance expectations. 
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(I MMNUSPS-T22-5 Please refer to footnote 16 on page 7 of your Direct 
Testimony where you indicate that cost savings due to additional automation 
technology may or may not be offset by increases in wage rates for processing 
metered letters. 

A. Please describe in detail the "cases" in which you claim that increased 
wage rates do not appear to have offset the impact that letter recognition 
enhancement programs have had on worksharing related savings. 

Have you tested your conclusion that cost differences between 
prebarcoded. machine printed, and handwritten letters are likely to 
decrease over time? If yes, please provide the results of this analysis. If 
no, please explain why not. 

Please provide separate unit mail CRA processing costs for First-class 
single-piece and metered letters for each year from FY 1998 until M 
2003. 

Please provide separate unit mail CRA processing costs for First-class 
single-piece and metered letters, adjusted for wage rate increases, for 
each year from FY 1998 until TY 2003. 

6. 

C. 

D. 

RESPONSE: % 
( A )  The most obvious example is the QBRM cost study discussed in Section 

IV of my testimony. The wage rates over time have increased while the 

savings have decreased. This is not surprising given the fact that some of 

the Decision Analysis Requests (DAR) contained in USPS LR-J-157 

covered investments in image recognition technology that specifically 

targeted handwritten mail pieces. 

It is difficult. however, to look at specific figures in each rate case and 

compare them as the methodologies and cost models themselves have 

changed over time However an analyst can use the current model and 

change the MLOCR-ISSIRCR finalization rates and wage rates to 

evaluate how letter recognition enhancements have reduced the 

estirnaied savings over time 
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A similar analysis can be conducted using the EMM letters and 

nonautomation presort machinable cost models and automation presort 

cost models Finalization rates and wage rates can be changed to 

evaluate how these costs have also changed over time 

(8 )  Please see Docket No. R97-1, Tr. 3311 7479. 

(C) Redirected to witness Smith. 

(D) Redirected to witness Smith. 
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MMA/USPS-T22-6 On page 7 of your Direct Testimony you state that postal 
automation technology "could also result in worksharing related savings 
estimates that shrink over time, if the impact of these changes are not offset by 
increased wage rates." 

A. 

( '  

0 
Have you tested your conclusion that worksharing cost savings are likely 
to shrink over time? If yes, please provide the results of this analysis. If 
no, please explain why not. 

In Docket No. R2000-1. in its response to Order 1289, the Postal Service 
provided Attachment A. page 2. which included time series unit costs in 
constant dollars for First-class single-piece and presot  Please confirm 
the following data from the table. If you cannot confirm, please provide 
the correct costs and exolain. 

B. 

YEAR 1 NONPRESORT i PRESORT 1 DIFFERENCE 1 
1989 I 10.36 I 5.46 I 4.90 i 

1991 I 9.51 5.28 4.23 
1992 ~ 8.99 I 5.07 3.92 - 

8.86 I 5.02 3.84 1993 

t 1990 I 9.71 I 5.36 4.35 
I 

, 

C Please update the table shown in Part B to include FY 2000 and cost 
projections through N 2003. Please provide support for your answer. 

RESPONSE: 

[A) Please see the response to MMA/USPS-T22-S(A). In addition, I did not 

come to the "conclusion" that the savings would decrease over time. As 

the citation above clearly indicates, I merely mentioned that it "could" 

happen. 

. . 

r 
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(B) Redirected to the United States Postal Service. 

( C )  Redirected to the United States Postal Sewice. 

c 
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MMNUSPS-T22-8 On page 10 of your Direct Testimony you describe how 
model-based mail processing unit costs are required when isolated CRA mail 
processing unit costs are unavailable. 

. .  

A Why has the Postal Service not modified its CRA system to separately 
obtain actual costs for the various rate categories within presorted First 
Class7 

B. Please describe how the CRA cost pools that you have selected to 
constitute mail processing costs reflect the cost operations that you 
attempt to cost out in your model-based mail flow cost models. 

In your development of CRA unit costs for bulk metered mail letters (page 
8 of USPS LR-J-60). please indicate which cost pools include the 
following operations. 
1. Distributing empty trays to the appropriate workstations; 
2. Removing old labels and printing and inserting new labels; 
3. Sleeving trays; 
4. Banding trays; 
5. Labeling trays; 
6. Sorting trays; 
7. Distributing empty pallets to the appropriate workstations; 
8. Placing trays on pallets; 
9. Shrinkwrapping the pallets; 
10. Labeling the pallets; 
11. Sorting the pallets; 
12. Transporting the pallets with an oftice; and 
13. Loading the pallets onto trucks. 

In your development of model-based unit costs for bulk metered mail 
letters (pages 15 and 16 of USPS LR-J-60), please indicate which 
operations include the following operations. 
1, Distributing empty trays to the appropriate workstations; 
2. Removing old labels and printing and inserting new labels; 
3. Sleeving trays: 
4. Banding trays: 
5. Labeling trays; 
6. Sorting trays; 
7 Distributing empty pallets to the appropriate workstations; 
8 .  Placing trays on pallets; 
9. Shrinkwrapping the pallets; 
10. Labeling the pallets: 
11. Sorting the pallets: 
12. Transporting the pallets with an office; and 
13. Loading the pallets onto trucks. 

C. 

D. 
.. 
i 
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(A) Redirected to the United States Postal Service 

(8) Due to the complexity and variation that exists among field operations, the 

cost models are simplified representations of the mail processing network 

The tasks that have been included in the cost models represent piece and 

package distribution activities for MODS operation numbers mapped to 

the cost pools that have been classified as "worksharing related 

proportional " 

(C) The response to these questions uses the cost pools numbers found in 

USPS LR-J-60, page 8. 

(Cl) 7, 6, 9, 12, 16, 21, 23-25, 27, 37-40, 43. 48. 51 

(C2) Please see response to (C I )  0 
(C3) 24. 25, 27 

(C4) Please see response to (C3) 

(C5) Please see response to (C1). 

( C 6 )  22, 24-27, 47 

(C7i  Firs:-Class Mail letters and cards are transported between operations 

using trays and rolling stock. Pallets are not an integral part of the letter 

and card mail processing network, despite the fact that First-class mailers 

do. on occasion, enter palletized letter and card mailings. To the extent 

that employees process empty pallets submitted by mailers, those costs 

would be found in cost pools 26 and 47. 
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F r RESPONSE TO MMNUSPS-T22-8 (CONTINUED) 

(C8) (C9) (CIO) (C11) 

First-class Mail letters and cards are transported between operations 

using trays and rolling stock. Pallets are not an integral part of the  letter 
and card mail processing network, despite the fact that First-class mailers 

do ,  on occasion, enter palletized letter and card mailings. Consequently, 

postal employees do  not engage  in activities related to the palletization of 
First-class Mail letters and cards. 

(C12) 26,47 

(C13) P lease  see response to ((212) 

(DI) Outgohgilncoming RBCS: ISSIRCR, OSS. and LMLM. 

Outgoing Primary: Automation and Manual. 

Outgoing Secondary: Automation and Manual. 

Incoming MMP: Automation AADC and Manual ADC. 

Incoming SCFiPrimary: Automation and Manual. 

5-Digit Barcode Sort 

Incoming Secondaries: Auto Carrier Route, Auto 3-Pass DPS, Auto 2- 

P a s s  DPS. Manual Finalized at Plant, Manual Finalized a t  Delivery Unit, 

Box Section Sort, and Box Section DPS Other. 

(C2!  Please see response to (01) 

(D3) These  tasks have not been modeled. 

(D4) These  tasks have not been modeled 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

RESPONSE TO MMNUSPST22-8 (CONTINUED) 6 
(D5) Please see response to (DI) 

(D6) These tasks have not been modeled 

(07) First-class Mail letters and cards are transported between operations 

using trays and rolling stock. Pallets are not an integral part of the letter 

and card mail processing network, despite the fact that First-class mailers 

do, on occasion, enter palletized letter and card mailings. The tasks 

performed by postal employees who process these empty pallets have not 

been modeled. 

(D8) (D9) (010) (D11) 

These tasks have not been modeled. Please see the response to 

MMNUSPS-T22-8(CS)(C9)(ClO(Cll). 

(D12) These tasks have not been modeled. 

(D13) These tasks have not been modeled 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

MMNUSPS-T22-9 On page 2 of your Direct Testimony you refer to Miller WP1 

from Docket No R2000-1 as your source of mail densities On page 12 of your 

Direct Testimony you note that the exact same densities from Docket No 

R2000-1 are used in this case 

A Please confirm that the data in Docket No R2000-1 was collected 
towards the end of FY 19997 If you cannot confirm, please explain 

In its endeavor to use the best and latest equipment, won't the Postal 
Service achieve more separations in the primary and secondary sortations 
as time passes? Please explain your answer 

Please justify your use of the same density percentages for the test year 
in this case on data collected for the year you indicate in Part A of this 
interrogatory 

B 

C 

RESPONSE: 

(A) Confirmed. 

(B)(C) The current workhorse for letter and card mail processing operations is 

the Delivery Bar Code Sorter (DBCS). Phase I Deployments of this 

machine initially began in 1992. The DBCS was originally intended for 

use in Delivery Point Sequencing (DPS) operations. Consequently, the 

number of bins required for each DBCS were estimated using the number 

of carriers and delivery points for the ZIP Code(s) that would be 

processed on that machine. Following initial DBCS deployments, many 

sites also began using the DBCS for operations "upstream" from the DPS 

incoming secondary operations. However. facilities do not 'typically use all 

the bins on their largest machines. Facilities have DBCS machines of 

varying sizes in their plants and typically want to have the flexibility to 

process a given sort plan on any of those machines. In addition, most 
facilities had already received the DBCS expansions they requested at the 

time that survey was conducted. Therefore, an update to that field study 

is not likely to produce significantly different results. 

a 
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MMNUSPS-T22-IO On page 17 of your Direct Testimony, you discuss 

the derivation of your CRA adjustment factors 

A Please confirm the following data that are used to compute your CRA 
adjustment factors If you cannot confirm please correct the figures 

Please confirm that the data above indicate that actual CRA costs for 
First-class metered letters are 53 8% higher than your model-based costs 
for First-class metered letters If you cannot confirm. please explain 

B 

C Please confirm that the data above indicate that actual CRA costs for 
First-Class nonautomation letters are 53 6% higher than your model- 
based costs for First-class nonautomation letters If you cannot confirm 
please explain 

Please confirm that the data above indicate that actual CRA costs for 
First-class automation letters are 21 1% lower than your model-based 
costs for First-class automation letters If you cannot confirm. please 
explain 

D 

E. Please confirm that the data above indicate that actual CRA costs for 
Standard nonautomation letters are 50.0% higher than your model-based 
costs for Standard nonautomation letters. If you cannot confirm. please 
explain. 

F Please confirm that the data above indicate that actual CRA costs for 
Standard nonautomation letters are 10 1% lower than your model-based 
costs for Standard automation letters If you cannot confirm, please 
explain 

Do you believe that your mail flow cost model as designed tend to 
understate non-automation letter processing, and overstate automation 
letter processing7 Please explain your answer 

G 

RESPONSE: 

(A: Please see the responses below. 

(B)  It can be confirmed that the CRA proportional adjustment factor that was 

calculated using the BMM letters cost models IS 1 538 This IS yet another 

indication that the BMM letters mail processing unit cost estimate may be 

overstated as discussed in USPS-T-22, page 20 at 8-9 

... 



5396 
- RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 

INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

RESPONSE TO MMNUSPS-TZZ-70 (CONTINUED) 

(C)(D) It can be confirmed that the CRA proportional adjustment factors for First- 

Class Mail nonautomation presort letters and automation presort letters 

are 1.536 and 0.797. respectively. (Please see the revisions filed on 

11/05/01). However, the IOCS methodology used to separate the 

nonautomation presort letters and automation presort letters costs in this 

docket is the "Ease Year 1999" methodology from Docket No. R2000-1 

This methodology was subsequently relied upon by the Commission, Had 

the "Ease Year 1998" methodology from Docket No. R2001-1 been used 

as an alternative, both CRA proportional adjustment factors would have 

moved closer to 1 .OOO. This may be an indication that the Base Year 

1998 methodology resulted in more accurate estimates for nonautomation 

presort letters and automation presort letters mail processing unit costs. 

Had the Base Year 1998 methodology been used, the worksharing related 

savings estimates for the First-class presort letters rate categories would 

have decreased. 

(E)(F) It can be confirmed that the CRA proportional adjustment factors for 
Standard nonautornation presort letters and automation presort letters are 

1 500 and 0 809 respectively Please see the response to (C) and (D) for 

a discussion of the IOCS methodology used to separate mail processing 

unit costs for nonautomation presort letters and automation presort letters 

(GI No Please see the  response to (C) and (D) for a discussion of the IOCS 

methodology used to separate mail processing unit costs for 

nonautomation presort letters and automation presort letters 

L 

I 

f 
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MMAIUSPS-T22-11 On page 17 you indicate that you derived unit worksharing 

related savings by rate category in the same manner as in Docket No. R2001-1 e 
A. Please confirm that in the last case, you did not agree that your 

methodology, of subtracting a rate categoy's unit workshare related cost 
from the benchmark costs, inherently assumes that all other exogenous 
factors affect costs similarly, in order to isolate differences due to 
worksharing. If you cannot confirm, please explain. 

Do you agree that your methodology inherently assumes that all other 
exogenous factors affect costs similarly in order to isolate differences due 
to worksharing? If you do not agree, then please explain how the 
exogenous factors affect your results and how you can claim that the 
derived cost differences, as shown on USPS LR-J-60, page 1, represent 
cost differences due to worksharing. 

B. 

RESPONSE: 

(A)(B) The worksharing related savings estimates for each rate category are 

calculated as indicated in USPS-T-22. page 21 at 21-23 This IS the same 

methodology I used in Docket No R2000-1 If the point of these 

questions I S  something beyond the response given in the previous two 

sentences, I do not understand them as they are currently phrased 
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MMNUSPS-T22-12 On page 18 of your Direct'lesiimony you discuss the 
existence of bulk metered mail ("BMM") and MOCS operation 020. 

A. In your study of mail densities referred to on page 52 of Library Reference 
USPS LR-J-60, from where did the letters entering MODS operation 020 
originate. 

Is the MODS operation 020 considered a mail preparation operation? 
Please explain your answer. 

In your development of CRA unit costs for B M M  letters (page 8 of Library 
Reference U S P S  LR-J-GO), please indicate which cost pool includes 
MODS oDeration 020. 

8. 

C. 

D In your development of model-based unit costs for BMM letters (pages 15 
and 16 of Library Reference USPS LR-J-60), please indicate which 
operation includes the costs associated with MODS operation 020 

RESPONSE: 

The page referenced in my testimony actually discusses MODS operation 0208 

defined as "mail preparation - metered bypass." Metered bypass mail is referred 

to as such because it enters facility in trays and can "bypass" the 020 operation. 

Consequently, the costs related to MODS operation 0206 are minimal. MODS 

operation 020 is defined as "mail preparaticn - metered" and typically includes 

tasks related to the sorting, unpackaging and traying of metered mail packages. 

(A) The density table in USPS LR-J-60. page 52 is for piece distribution 

operations and is not associated with either MODS operations 020 or 

0208. 

(5) Yes. according to the MODS definition described above 

L 

Q 

(C) Casts assoc!ated with MODS operations 020 and 020B are "mapped" to 

the "1 C A N C M M P "  cost pool which has been defined as "worksharing 

related fixed" usirlg the Commission's Docket No R2000-1 classification. 
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RESPONSE TO MMA/USPS-T22-12 (CONTJNUED) 

(D) The tasks performed in MODS operations 020 and 0208 were not 

modeled and were therefore classified as "worksharing related fixed" cost 

pools In addition the BMM letters benchmark relied upon to calculate 

worksharing related savings estimates for the First-Class presort letters 

rate categories IS CRA-derived Cost models were not used to estimate 

BMM letters costs However the metered mail cost model found in USPS 

LR-J-BO. pages 15 and 16 was used to develop a proportional CRA 

adjustment factor That factor was, In turn used in the Qualified Business 

Reply Mail (QBRM) cost study found in USPS LR-J-60 on page 70, and 

the nonstandard surcharge cost study found in USPS LR-J-60 on page 

43 
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.~ RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

MMAIUSPS-T22-I3 On page 18 of your Direct Testimony you describe your e- 
mail survey to find out more about the existence of BMM. 

A. Of the 96 responses that you received from offices that had an 0208 
operation, how many indicated that the mail entering that operation came 
directly from trays given to them by customers~ 

Please provide a summary of the answers provided by those offices that 
received BMM in trays from postal customers. 

Of the BMM that was received m trays directly from postal customers 
please answer the following questions. 

1 

2. 

3. 

i D  

6.  

C .  

What was the average size for each mailing, i.e., the number of 
pieces and the number of trays. 
How was the 6MM accepted by the Postal Service, i.e., at a 
window, a dock, or a BMEU? 
How did the mailers obtain the trays that were used to present the 
mail? 

D. Please describe the various procedures employed by the Postal Service in 
accepting First-class mail at 6MEU. a dock and a window. In your 
answer, please indicate any limitations or restrictions upon mailers' ability 
to tender BMM at a BMEU. a dock, or a window. 

Please provide copies of your emails to the 158 In-Plant Support 
managers and copies of all responses. including followup or clarifying 
communications, if any. 

Please identify the 158 plants to which your email survey was sent 

Piease state how many additional plants there are in the USPS system 
and explain how you chose the plants to include in your survey. 

E 

F 

G 

RESPONSE: 

(A) 96. 

[E) Please see USPS LR-J-155 

(C) (1) The goal of the survey found in USPS LR-J-155 was to find out about 

the 0208 operation and determine whether Bulk Metered Mail (BMM) 

letters existed. The requested data were not collected in that survey. 
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RESPONSE TO MMNUSPS-TZZ-13 (CONTINUED) 

(2) Based on the responses, it appears that BMM letters were accepted at 

either the BMEU or the dock 

( 3 )  A steady stream of letter trays typically flows from Postal Service 

facilities to mailers, and back 

(D) Please see the response to Docket No. R2000-1 MMAlUSPS-T24-2(a)(d); 

Tr. 2118902. 

(E) Emails and notes regarding followup phone conversations were not kept. 

but were consolidated into the spreadsheet contained in USPS LR-J-155 

(F) The number of plants surveyed was actually 180. A list of these plants 

can be found in USPS CR-J-155, page 3. 

(G) Due to time contraints, I used a distribution list I had assembled which 

consisted of the field Managers, In-Plant Support. The In-Plant Support 

department is typically where surveys, equipment requirements calls, and 

planning projects are completed. Rather than funneling the survey 

:hrcugh the Plant Managers, which could take longer, I sent the survey 

directly to the Managers, In-Plant Support. There are 270 Processing and 

Dismbution Centers (PgDC) and Processing and Distribution Facilities 

(PBDF). In addition, there are several Customer Service Facilities (CSF). 

Tne P&DFs and CSFs do not typically have Managers, In-Plant Support. 

As such, the survey was basically distributed to the largest plants 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

MMA/USPS-T22-14 On pages 18 and 19 of your Direct Testimony. you describe 
how some postal sites had made agreements with local delivery units where 
employees at those facilities would tray up metered mail collected at that facility 
Whose employees would tray up the metered mail postal employees or 
customer employees? 

RESPONSE: 

Postal employees 
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RESPONSE OF UNITED STATES POSTAL. SERVICE WITNESS MILLER TO 

INTERROGATORIES OF THE MAJORMAILERS ASSOCIATION 

MMNUSPS-T22-15 On page 19 of your Direct Testimony, you state that you 
visited three USPS facilities and observed the operations where BMM letters 
were entered in full trays by business customers. 

A. Please provide all notes or memoranda you produced in connection with 
such field observations. 

Please indicate for each of the three facilities you visited: 

1. the date of your visit: 
2. the location of the facility; 
3. the duration of your observations; 
4. the number of business customers who entered BMM letters during 

5. the total number of full trays that each business customer entered; 
6.  the location within the facility (e.g.. window. loading dock, BMEU) where 

7 .  conversations, if any, you had with business customers who entered 

B. 

your visit; 

such trays were delivered to USPS representatives 

BMM in full trays to determine why they were not taking advantage of 
Workshare discounts 

RESPONSE: 

(A) The purpose in performing field observations was to determine whether 

6MM letters exist. In many instances, these observations occurred when I 

was in facilities for some other purpose. Consequently, I did not always 

take notes. The following documents have been provided: notes from the 

7/?8!00 Margaret L .  Sellers P&DC field observations (Attachment l ) ,  

notes from the 8/21/00 Denver PBDC field observations (Attachment 2). a 

copy of the placard used to label All Purpose Containers (APC) full of 
BMM letters at the Denver facility (Attachment 3). copies of some sample 

6MM letters from the Denver facility (Attachment 4),  postage statements 

for a presort bureau's "residual" mail entered at the Denver facility at First- 

Class single-piece rates (AEachment E ) .  and notes from the Raleigh 

?,&DC field observations (Attachment 6 ) .  

(51) 
(82) 

(63)  

Please see the table below 

Please see the table below 

Please see the table below 
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RESPONSE TO MMNUSPS-T22-15 (CONTINUED) 

Date Facilitv 
07/18/00 Margaret L Sellers P&DC, San Dieqo. CA 
08/21/00 D&er PBDC. Denver, CO 
03/01/01 Baltimore PBDC. Baltimore. MD 
03/15/01 Chicago PBDC. Chicaoo. IL 
08/27/01 Denver PBDC, Denver, CO 
10/09/01 Raleigh P8DC, Raleigh. NC 
10/10/01 Greensboro PBDC. Greensboro. NC 
i0/11/01 Columbia PBDC. Columbia. SC 

- 
Time 
4-Tpm 
4-7pm 
4- ipm 
4- ipm 
4-Tpm 
4- ipm 
4- ipm 
4-7pm 

These data were not collected during my field observations 

These data were not collected during my field observations 

During my field observations, I observed two BMM letters points of entry 

(a) the BMEU and (b) the dock I did not attempt to observe whether 

mailers submitted BMM letters to window service clerks 

I had no such conversations with mailer representatives. 
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MMNUSPS-922-16 On page 19 you discuss two sources of mailer supplied 

BMM 

A. One source appears to be mailers that, as you say, "for whatever reason 
are not currently engaged in worksharing activities." You also note that "It 
was difficult to discern why some mailers engaged in worksharing while 
others did not." 

1. Do you agree you do not quite understand why such mailers do not 
prepare their mail in such a manner as to qualify for workshare 
discounts. or why such mailers do not use the services of a presort 
bureau to reduce postage? If you do not agree, please explain. 

2. Does such mail meet the physical requirements for First-class 
automation letter discounts? Please explain your answer. 

3. Do you agree that the chances of such mailers being able to take 
advantage of presort discounts are likely to be higher today than it was, 
say 10 years ago? If not, please explain. 

B A second source of BMM letters is presort houses that fail to reach the 
Postal Service in time to enter their mail. 

1 .  Do you agree that such mailers are likely to reduce the amount of 
mail that is delivered late to post office to the extent possible? If 
not please explain. 

Does such mail meet the physical requirements for First-class 
automation letter discounts? Please explain your answer. 

Do you agree that the chances of such mailers being able to take 
advantage of presort discounts are likely to be higher today than it 
was, say 10 years ago? If not, please explain. 

2. 

5. 

C 

C 

Can you think of any other likely sources of BMM? If so. please explain 

How much customer-trayed BMM is likely to be provided to the Postal 
Service for the test year in this case? Please support your answer. 

RESPONSE: 

( A l )  I have not conducted an in-depth study to determine why mailers do. or do 

not engage in worKsharing as that is outside the scope of my testimony 

However as indicted in my responses to MMA/USPS-T22-1(B) and 
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MMA/USPS-T22-15(A), I have been given some indication as to  why 

mailers do not engage in worksharing activities. 

(A2) The portion of my testimony that is referenced in this interrogatory 

discusses Bulk Metered Mail (BMM) letters. BMM le!ters are not 

prebarcoded: therefore. they would not qualify for First-class mail 

automation oresort letter discounts. 

(A3) I have not studied this issue so have no basis for forming such a 

conclusion. 

( E l )  No Had a given presort bureau not collected mail from local firms, that 

mail likely would have undergone normal collection procedures and would 

have entered the postal facility at an earlier hour 

(B;)" Please see my response to (A2). 

183) Please see my response to (A3)  

(C! Nc 

(D) Eedirected to the United States Postal Service. 
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MMAIUSPS-T22-18 Please confirm that presorted First-class mail can 

only be tendered to the Postal Service at a BMEU, a dock, a Detached . .  

Mail Unit, or the mailer's own facility in the case of mail that is plant 

loaded. If you cannot confirm, please explain. 

INTERROGATORIES OF THE MAFORMAILERS ASSOCIATION 

A. 

6. 

Do you agree that workshare mailers have no need for window service? 

Do you agree that workshare mailers pay the same as single piece 
mailers for window service? 

Do you agree that under the Postal Service's cost methodology, the cost 
for providing window service to First-class mailers is approximately 1.5 
cents per piece? (See Library Reference USPS LR-J-58). 

Please confirm that you made no adjustment to your derivation of 
workshare cost savings to reflect the fact the workshare mailers, by 
definition. do not require window service. If no, please explain. 

What is the rational for charging First-class workshare letters, which 
make up more than 50 percent of the subclass, the full cost of the Postal 
Service to provide window service that it cannot and does not use? 

C .  

D. 

E. 

F. Are costs incurred for the Postal Service to collect single piece First-class 
letters considered volume variable by the Postal Service? 

If your answer to Part F is yes, please provide the average unit cost for 
collecting First-class single piece letters. 

Please confirm that you made no adjustment to your derivation of 
workshare cost savings to reflect the fact the workshare mailers, by 
definition, do not incur collection costs that single piece letters do. If no, 
please explain. 

Please confirm that you know that BMM is accepted in trays at windows of 
post offices. If no, please explain. 

What is the rationale for charging First-class workshare letters, which 
make up more than 50% of the subclass, the full cost of the Postal 
Service to collect raw mail that it cannot and does not use? 

G. 

H. 

I. 

J. 

RESPONSE: 

(A)(B) No. I have not studied this issue so have no basis for forming such 

conclusions. 
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RESPONSE TO MMA/USPS-T22-18 (CONTINUED) 

(C) No. This figure seems to have been calculated using data in USPS LR-J- 

58, Table 1. Table 1 includes costs for First-class Mail single-piece mail 

pieces only. These figures do not appear to represent all First-class Mail 

oieces. 

(D) It can be confirmed that I included no window service costs in the 

calculations found in USPS LR-J-60. However, as stated in my response 

to (A) and (E), I have not studied this issue so have no basis for forming a 

conclusion that, in all instances, presort mailers would not incur window 

service costs. In addition, it should be pointed out that the Commission 

stated the following in the previous docket (PRC Op. R2000-1 at [5092]): 

The Commission does not agree with MMAs claim that the 
savings from inclusion of automation compatible reply 
envelopes, compliance with Move Update programs, and 
avoided window service should be considered in setting 
worksharing discounts. 

Therefore, no window service adjustments were made in my cost studies. 

(E) As stated in my response to (A) and (B), I have not studied window 

service costs. 

(F) It is my understanding that collection costs are volume variable, as 

defined by the Postal Service. 

(G) It IS my understanding that these data are not available 

(H) It can be confirmed that I included no collection costs in the calculations 

found in USPS LR-J-60. 
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(I) Not confirmed. Please see the response to MMA/USPS-T22-15(86) 

(J) It IS my understanding that collection costs are not assigned to presort 

letters or cards. Consequently, the rates that presort letter and card 

mailers are charged would not cover collection costs. 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

MMAIUSPS-T22-20 Please refer to Library Reference USPS LR-J-117 and page 
7 of your Direct Testimony. In the library reference, USPS witness Schenk found 
that the unit delivery cost for an average First-class single piece letter is 6.037 
cents. You estimate the unit delivery cost for metered mail is 4.016 cents. You 
also note that postal technology now and in the future tends to reduce cost 
differences that might exist between prebarcoded, machine printed, and 
handwritten. 

A. Why is the unit delivery cost for all First-class letter-shaped single piece 
mail not a better proxy for metered mail? 

What is the average weight for all single piece letter-shaped mail? 

What is the average weight for all metered letter-shaped mail? 

What percent of metered letters is not barcoded? 

What percent of all First-class single piece letters is not barcoded? 

Please explain why the unit delivery cost for all single piece letter mail is 
approximately 50% higher than for metered mail? 

6 .  

C. 

D. 

E. 

F. 

RESPONSE: 

(A) Please see the response to MMNUSPS-T22-19(6). 

(6) Redirected to the United States Postal Service. 

(C )  Redirected to the United States Postal Service 

(D) Redirected to the United States Postal Service 

(E) Redirected to the United States Postal Service 

(F) To the best of my knowledge, an in depth study has not been conducted 

to explore why this cost difference exists between First-class single-piece 

letters and nonautomation machinable mixed AADC presort letters (which 

is the proxy used for BMM letters). It is possible that the Cost differences 



5525 RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

RESPONSE TO MMNUSPS-T22-20 (CONTINUED) 

are due to the fact that single-piece letters must pass through Delivery 

Units on both the originating and destinating end, while nonautomation 

presort letters, in general, only pass though DUs on the destinating end 

In addition, the percentage of single-piece letters that are machinable 

andlor processed in Delivery Point Sequence (DPS) could be lower 



5526 
RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 

INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

MMA/USPS-T22-22 Please refer to Library Reference USPS LR-J-60, page 8, 
where you show CRA costs, by cost pool, for First-class metered mail, 
nonautomation letters, and automation letters. 

A. 

B. 8 
C. 

D. 

E. 

F. 

Please explain each of the following cost pools and your reason for 
concluding that such costs are not related to worksharing. 

1. MODS 12 FSMI 
2. MODS 12 FSMI1000 
3. MODS 13 SPBS OTH 
4. MODS 13 1Sacks-M 
5. MODS 14 Manf 
6. MODS 17 1Sacks-H 
7. MODS 17 1Scan 
8 MODS 18 Busreply 
9.  MODS 18 Registry 
I O .  MODS 18 Rewrap 
11. MODS 18 1Eeqrnt 
12. MODS 19 lntl 
13. MODS 48 LD49 
14. NonMODS Misc 

Please explain why some automation cost pools, for example MODS 18 
EXPRESS that you discuss in your Direct Testimony, have a positive, fine 
cost associated with them, when logic dictates that such costs are 
probably reported in error. 

Please confirm that some workshare mailers are required by the Postal 
Service to sort trays onto pallets and pallets onto specific trucks. If YOU 
cannot confirm, please explain. 

Do you agree that the density of sort for trays and pallets will affect the 
amount of platform operations associated with mail? Please explain your 
answer. 

Please justify your decision to treat platform costs as workshare-related 
but fixed, in view of your answers to parts C and D. 

Please fully explain each =-of the following cost pools and your reason for 
concluding that such costs are related to worksharing but not related to 
the degree of presort. 

1. MODS 17 ICancrnmp 
2.  MODS 17 Opbulk 
3. MODS 17 Oppref 
4.  MODS 17 Pouching 
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0 5 .  MODS 49 LD49 
6. NonMODS Allied 

G Please confirm that the chances of a piece of mail requiring re-wrap 
service IS directly related to the number of times that piece IS processed 
on postal machinery If you cannot confirm, please explain 

RESPONSE: 

(A) The MODS operation numbers and descriptions for the tasks "mapped" to 

each of these cost pools can be found in USPS LR-J-55. For item 

number 13, the incorrect terminology was used. This item was originally 

referred to as "MODS 48 LD 49." It is actually "MODS 49 LDC 49." This 

cost pool has not been classified as "non-worksharing related fixed." It 

has been classified as "worksharing related fixed." 

After careful review, these cost pools were classified as "non-worksharing 

related fixed" because the tasks associated with these cost pools are not 

affected by whether First-class mailers presort andlor prebarcode their 

letter and card mailings. In addition, the Commission relied upon these 

cost pool classifications in Docket No. R2000-1 (please see PRC-LR-12). 

(8)  I agree with the statements made in response to CSNUSPS-T26-24 in 

Docket No. R2000-1: Tr. 13/5128-5129. 

(C) Please see response to MMA/USPS-T22-1(F) and (G) in regard to pallet 

sorting. Tray sorting operations are typically performed in opening units 

and "cutting" operations. Therefore, issues related to the sorting of trays 

would not typically affect platform costs. 
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' 0  
(0) No. Pallet sorting is not an activity performed by postal employees. Tray 

sorting is an activity performed by postal employees. However, the 

employees performing those tasks are typically charging their hours to 

MODS operation numbers that are mapped to other cost pools. 

(E) In Docket No. R2000-7, I classified the "1 PLATFORM" cost pool as "non- 

worksharing related fixed." I used this classification for three reasons. 

First, platform costs are largely driven by whether mailings are entered at 

the destinating facility. If a mailing is not entered at the destinating facility, 

it will incur platform costs at both an originating and a destinating facility. 

If a mailing is entered at the destinating facility, it will only incur costs at 

one facility. The point of entry is not necessarily correlated to the presort 

level of a given mailing. For example, a 5-digit mailing that is entered at 

the originating facility could incur greater platform costs than a 3-digit 

mailing entered at the destinating facility. 

Second, the BMM letters estimate actually represents the costs for all 

metered letters, including metered packages. Metered packages would 

incur dock costs related to unloading collection mail from trucks that would 

not normally be incurred by BMM letters. 

Third, had I classified this cost pool as "worksharing related fixed," it 

would have created a situation for Standard letters where there were 

platform costs included in both the dropship savings as well as the 

savings related to the presortation and prebarcoding of letters. In Docket 

NO. R2000-1, the Commission solved this problem by classifying platform 

costs as "worksharing related fixed" for First-class letters and "non- 

worksharing related fixed" for Standard letters. 
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While I don't agree that all platform costs are worksharing related, it is not 

possible to disaggregate these costs. Consequently, I have adopted the 

Commission's classification in this docket. However, it is likely this 

classification results in overstated worksharing related savings estimates. 

(F) The MODS operation numbers and descriptions for the tasks mapped to 

each of these cost pools can be found in USPS LR-J-55. In Docket No. 

R2000-1, I classified the "1CANCMMP" cost pool as "non-worksharing 

related fixed." In addition, the value of this cost pool was set to zero to 

reflect the fact that BMM letters are entered in full trays. This methodology 

was consistent with that relied upon by the Commission in Docket No. 

R97-1. However, as the Commission pointed out in Docket No. R2000-1, 
there are costs in these cost pools for both nonautomation and 

automation presort letters. Consequently, the Commission modified the 

value of the cost pool and classified it as "worksharing related fixed." In 
this docket, I did not modify this cost pool due to the absence of any data 

to support such a modification. However, I adopted the Commission's 

cost pool classification. In looking at the data, the values for the 

"1 CANCMMP" cost pool for BMM letters, nonautomation presort letters, 

and automation presort letters are 0.688, 0.099, and 0.050 cents, 

respectively. (Please see the revisions filed on 11/05/01.) The tasks 

mapped to the "1 CANCMMP" cost pool include 020 meter belt costs, 

0208 meter bypass costs, and cancellation costs. The only costs that 

should accumulate in this cost pool for both BMM letters and presort 

letters are those related to the meter bypass operation. In general, this 

operation consists of tasks performed by mailhandlers who weigh this mail 

into the MODS system. The magnitude of the BMM letters "1CANCMMP" 

cost pool is likely high because these costs are really the costs for all 

metered letters, due to the fact that IOCS cannot truly isolate BMM letters 
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costs. Metered letters in general would also undergo package sorting, 

unpackaging, and traying operations. This cost pool alone is responsible 

for nearly 0.500 cents of the worksharing related savings estimates for all 

rate categories that use BMM letters as a benchmark. Consequently, this 

is one reason why I feel that the BMM letters costs, and the worksharing 

related savings estimates, are likely overstated. 

In Docket No. R2000-1, I classified the "OPPREF," "OPBULK." and 

"POUCHING" cost pools as "worksharing related proportional" for 

nonautomation presort letters. I used this classification because package 

sorting tasks are mapped to these cost pools. Nonautomation presort 

mailings can include packages. Consequently, package sorting activities 

were included in the cost models. 

The automation presort and BMM letter mailings, however, are not 

entered in packages. Therefore, I used a "worksharing related fixed" 

classification, in order to maintain the cost relationships with respect to the 

nonautomation presort letters category. These classifications were 

subsequently relied upon by the Commission. Consequently, I have used 

them again in this docket. 

The sum of these cost pools for BMM letters, nonautomation presort 

letters, and automation presort letters are 1.047, 1.499, and 0.413 cents, 

respectively. (Please see the revisions filed on 11/05/01.) Given the fact 

that nonautomation presort letters can be packaged, it is reasonable that 

those costs exceed those for both BMM letters and automation presort 

letters. The magnitude of the BMM letters cost pool is likely high because 

these costs are really the costs for all metered letters, due to the fact that 

IOCS cannot truly isolate BMM letters costs. This cost pool alone is 

responsible for nearly 0.500 cents of the worksharing related savings 



553 1 
RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 

INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

RESPONSE TO MMNUSPS-T22-22 (CONTINUED) 

estimates for the automation presort rate categories that use BMM letters 

as a benchmark Consequently, this is one reason why I feel that the 

BMM letters costs, and the automation presort worksharing related 

savings estimates, are likely overstated 

The "LD49" cost pool includes those tasks performed at Computerized 

Forwarding System (CFSJ units. In Docket No. R2000-1, I classified this 

cost pool as "worksharing related fixed." The Commission subsequently 

relied upon that same classification Consequently, I have again used 

that classification in this docket. 

b 
The "ALLIED" cost pool represents platform tasks at Non-MODS facilities. 

Consequently, I have used the "worksharing related f i xed  classification 

for the same reasons discussed in my response to MMNUSPS-TZZ- 

22(E). 

It is interesting to look at the dis-aggregated cost savings estimates 

contained in Attachment 1. The total savings are identical to those found 

in USPS LR-J-60. (Please see revisions filed on 11/05/01.) The results 

vary by rate category, but roughly 30-40 percent of the total worksharing 

related savings estimates are based on the difference in the "worksharing 

related fixed" costs between BMM letters and automation presort letters. 
As stated above, these cost pools contain costs related to cancellations, 

package sorting, platform operations and other non-piece distribution 

tasks that likely result in overstated worksharing related savings estimates 

for the reasons listed above. 
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(G) Not confirmed. If one or more mail piece characteristics for a given letter 

are going to cause it to be damaged, it would likely be damaged when it is 

processed on the first piece of mail processing equipment. 

If this question pertains to the "REWRAP" cost pool, the tasks mapped to 

this cost pool do not concern First-class presort letters (please see USPS 
LR-J-55, page 27). 
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MMA/USPS-T22-24 Please refer to Library Reference USPS LR-J-BO, 
particularly pages 15 and 16, and USPS witness Kingsley's testimony on pages 
9 and IO. Ms. Kingsley's testimony describes several factors that would make a 
letter non-machinable, requiring manual processing through the Postal 
mailstream. 

A. Please confirm that for purposes of estimating metered letters costs, you 
assumed that 100% of the letters would not be culled out or rejected by 
the mail prep operation and sent directly to the RBCS for processing. If 
you cannot confirm, please explain. 

Please indicate what Postal requirements, if any, regulate single piece 
metered letters to make sure that they are not culled out or rejected by the 
mail prep operation? 

Please confirm that according to USPS witness Kingsley, the following 
factors can make an otherwise machinable letter, non-machinable. If you 
cannot confirm, please explain. 

B. 

C. 

1. aspect ratio of less than 1.3 or more than 2.5; 
2. closure device; 
3. non-square corners; 
4. rigid or odd-shaped contents; 
5. stiffness; 
6. flimsiness: 
7. misplacement of address; 
8. self mailer whose folded edge not parallel to longest dimension; 
9. booklet whose spine is not the longest edge: and 
10. unreadable or improper address. 

Why is it that the metered mail letter processing mail flow that you use to 
derive its unit processing cost fails to include metered mail letters that 
might not be machinable because of any of these factors? 

By using BMM as the benchmark from which to measure Automation cost 
savings, do you implicitly assume that BMM would be designed in the 
same manner as Automation letters, in the absence of the discount? 
Please explain your answer. 

D. 

E. 

RESPONSE: 

(A) Confirmed. However, this model was intended to estimate the costs for 

Bulk Metered Mail (BMM) letters as they have been defined in the 

response to MMA/USPS-T22-1 (E). Consequently, it is reasonable to 

assume that these mail pieces would all be machinable 
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In addition, this model was developed for two reasons. First, it was used 

for cost comparison purposes. Second, it was used as a means to 

develop a proxy First-class single-piece CRA adjustment factor which was 

subsequently relied upon in both the Qualified Business Reply Mail 

(QBRM) cost study and the nonstandard surcharge (as it is currently 

defined) cost study. 

The BMM letters cost estimate that IS relied upon to measure worksharing 

related savings is actually CRA-derived. As I stated in my testimony 

(USPS-T-22, page 20 at 7-9), the BMM letters cost estimate actually 

represents the costs for 

metered bundles. Consequently, it is likely overstated. The point you 

raise regarding the fact that this cost estimate could also include the costs 

for nonmachinable metered mail pieces is yet another reason why it is 

likely that the BMM letters cost estimate is overstated. 

metered letters, many of which are entered as 

To the best of my knowledge, there are none. Depending on how 

metered letters are processed in a given facility, nonmachinable metered 

mail pieces would be isolated using either culling mechanisms, such as 

the Dual Pass Rough Cull system, or by manual means. 

Confirmed 

Please see the response to MMA/USPS-T22-24(A) 

No. BMM letters would not be prebarcoded while automation presort 

letters would be prebarcoded. 
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MMAlllSPS-T22-25 Please refer to Library Reference USPS LRJ-60, particularty 
pages 11 through 16. There you show the model cost derivations for QBRM and 
metered mail letters. 

A. 

B. 

C. 

D. 

E. 

F. 

G .  

Please confirm that for handwritten-addressed (HAND) letters, you assume that 
130 of 10,000 originating letters (1.3%) cannot be successfully barcoded by the 
Postal Service in the RBCS (109 pieces) or processed in the outgoing primary 
automation operation (20 pieces), and will require manual processing in the 
outgoing primary operation. If you cannot confirm, please explain. (Note that the 
numbers do not add up because of rounding). 

Please confirm that for HAND letters you assume that an additional 145 of 
10.000 originating letters (1.45%) are successfully barcoded in the RBCS but are 
rejected from the outgoing primary automation sort. Such pieces therefore will 
require manual processing in the outgoing secondary operation. If you cannot 
confirm, please explain. 

Please confirm that for HAND letters you assume that a total of 274 of 10,OOO 
originating letters (2.74%) will be processed manually by the Postal Service from 
the originating office until it reaches the destination office. If you cannot confin. 
please explain. 

Please confirm that for metered mail letters, you assume that 41 of 10,000 
originating letters (.41%) cannot be successfully barcoded by the Postal Service 
in the RBCS (26 pieces) or processed in the outgoing primary automation 
operation (1 6 pieces), and will require manual processing in the outgoing primary 
operation. If you cannot confirm, please explain. (Note that the numbers do not 
add up because of rounding). 

Please confirm that for metered mail letters you assume that an additional 113 oi 
10,000 originating letters (1.13%) are successfully barcoded in the RBCS but are 
rejected from the outgoing primary automation sort. Such pieces therefore will. 
require manual processing in the outgoing secondary oberation. If you cannot 
confirm, please explain. 

Please confirm that for metered mail letters you assume that a total of 155 of 
10,000 originating letters (1.55%) will be processed manually by the Postal 
Service from the originating office until it reaches the destination office. 

Please confirm that QBRM letters are prebarcoded and pre-approved by the 
Postal Service to make sure that they are automationcompatible. If you cw”IOt 
confirm, please explain. 
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H. 

I. 

J. 

K. 

L. 

M. 

Please confirm that for OBRM letters, you assume that 490 of 10,000 originating 
letters (4.9%) cannot be successfully processed by the Postal Service in the 
outgoing primary automation operation and will require manual procassing in the 
outgoing primary operation. I f  you cannot confirm, please explain. 

Please confirm that for QBRM letters, you assume that an additional 30 of 10,000 
originating letters (.3%) cannot be successfully processed by the Postal Service 
in the outgoing secondary auto operation and will require manual processing in 
the outgoing secondary operation. If you cannot confin, please explain. 

Please confirm that for QBRM letters you assume that a total of 520 of 10,000 
originating letters (5.2%) will be processed manually by the Postal Service from 
the originating office until it reaches the destination office. 

Please explain why you assume that the number of QBRM letters that are 
processed manually throughout the Postal mailstream is almost twice the number 
for HAND letters, in view of the much stricter requirements that QBAM must 
meet. 

Please explain why you assume that the number of OBRM letters that are 
processed manually throughout the Postal mailstream is more than three times 
the number for metered letters, in view of the much stricter requirements that 
QBRM must meet. 

Please confim that on page 11 of her Direct Testimony. USPS witness Kingsley 
states that 8.9% of all First-class letters are not barcoded. If you cannot confim, 
please explain. 

RESPONSE: 

(A) It can be confirmed that 130 of the mail pieces in the handwritten letters cost 

model are processed in the manual outgoing primary operation. However, this 

figure is not the result of an "assumption." It is the result of acceptance rate and 

density table data that 'flow" the mail pieces through the cost models. 

(5) Not confirmed. There are no mail pieces in the handwritten letters cost model 

that are rejected in the automation outgoing primary operation and muted to the 

manual outgoing secondary operation. 
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Confirmed. However, this figure is not the result of an 'assumption.' It is the 

result of acceptance rate and density table data that 'flow' the mail pieces 

through the cost models. 

I1 can be confirmed that 41 of the mail pieces in the Bulk Metered Mail (BMM) 

letters cost model are processed in the manual outgoing primary operation. 

However, this figure is not the result of an 'assumption." It is the result of 

acceptance rate and density table data that 'flow' the mail pieces through the 
cost models. 

Not confirmed. There are no mail pieces in the Bulk Metered Mail (BMM) letters 

cost model that are rejected in the automation outgoing primary operation and 

routed to the manual outgoing secondary operation. 

Confirmed. However, this figure is not the result of an 'assumption.' It is the 

result of acceptance rate and density table data that 'Row' the mail pieces 

through the cost models. 

It can be confirmed that mail pieces are QBRM-eligible If they meet the standards 

specified in Domestic Mail Manual (DMM) section E150. 

It can be confirmed that 490 of the mail pieces in the QBRM letten cost model 
are rejected in the automation outgoing primary operation and are then 

processed in the manual outgoing primary operation. However, this fgure is not 

the result of an "assumption." It is the result of acceptance rate and density table 

data that 'flow" the mail pieces through the cost models. 
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It can be confirmed that 30 mail pieces in the QBAM letters cust model are 

rejected in the automation outgoing secondary operation and are then processed 

in the manual outgoing secondary operation. However, this figure is not the 

result of an "assumption.' It is the result of acceptance rate and density table 

data that 'flow' the mail pieces through the cost models. 

Confirmed. However, this figure is not the result of an "assumption." It is the 

result of acceptance rate and density table data that "flow' the mail pieces 

through the cost models. 

(K)(L) These figures occur as a result of the fact that average data are used in the 
models; the data in these models are not figures specific to handwritten, 

metered, or QBRM mail pieces. These models were developed primarily 10 de- 

average a given CRA mail processing unit cost category (e.g., First-class Mail 

average data is inconsequential as these data are used to develop all rate 

category models. What is imponant is the resulting cost relationships between 

the rate categories. Consequently. an attempt to use these models, as they are 

currently constructed, may not represent the best methodology for estimating the 
QBRM cost avoidance, In order to rectify this problem, I have revised the QBRM 
mst study using a cost methodoiogy similar to that used in Docket NO. R97-1 

(please see the revisions filed on 31/05/01). 

. .  automation presort letters) into costs by rate category. Given this fact, the OW Of .i 

' ~ ?  

The primary cost distinctions that exist between a QBRM mail piece and a 

handwritten reply mail piece are the costs required to apply a barcode to the 
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handwritten reply mail piece. Given this fact, I have revised the handwritten cos! 
model io include only those costs related to the outgoing 
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INTERROGATORIES OF THE MAJOR M A I L E ~ S S O C I A T I O N ~  a' MMAIUSPS-T22-26 Please refer to Library Reference USPS LR-JSO, particularly 
pages 15 and 16, and USPS witness Kingsley's testimony on pages 9 and 10. Ms. 
Kingsley's testimony describes several factors that would make a letter non-machinable, 
requiring manual processing throughout the Postal mailstream. 

A. Please confirm that for purposes of estimating metered mail letters costs, you 
assumed that 100% of the letters would not be culled out or rejected by the mail 
prep operation and sent directly to the RBCS for processing. If you cannot 
confirm, please explain. 

Please indicate what postal requirements, if any, regulate single piece metered 
letters to make sure that they are not culled out or rejected by the mail prep 
operation. 

B. 

8 

C. Please confirm that according to the direct testimony of witness Kingsley (USPS- 
T-39 at 9-10), the following factors can make an otherwise machinable letter non- 
machinable. If you cannot confirm, please explain why not. 

1. aspect ratio of less than 1.3 or greater than 2.5 
2. closure device 
3. non-square corners 
4. rigid or odd-shaped contents 
5. stiffness 
6. flimsiness 
7 .  misplacement of address 
8. self mailer whose folded edge not parallel to longest dimension 
9. booklet whose spine is not the longest edge and 
10. unreadable or improper address 

Why is it that the letter mail processing mail flow that you use to derive the unit 
processing cost for metered mail fails to include metered mail letters that might 
not be machinable for any of the reasons described in part C? 

By using BMM as the benchmark from which to measure Automation cost 
savings do you implicitly assume that BMM would be designed to meet 
automation requirements in the same manner as Automation letters, in the 
absence of a discount? If your answer is yes, please explain why you think that 
BMM mailers would take the same care in designing their mail pieces as First- 
Class automation mailers are required to take. If your answer is no, please 
explain what steps you believe BMM mailers take in designing their mail pieces 
to meet the Postal Service's automation requirements. 

D. 

E. 

F By using BMM as the benchmark from which to measure Automation cost 
savings, you implicitly assume that, in the absence of a discount, BMM 
addresses would be as complete and up-to-date to meet all applicable USPS 
move update requirements as Automation letters in fact are? If your answer IS 
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yes, please expiain why you think that BMM mailers would take the same care in 
maintaining complete, accurate and current addresses as First-class automation 
mailers are required to take. If your answer is no, please explain what steps you 
believe BMM mailers take in maintaining their address lists to meet the Postal 
Service's worksharing requirements, state the basis for your belief, and provide 
all documents you review in providing a response to this interrogatory. 

RESPONSE: 

(A) Please see response to MMA/USPS-T22-24(A) 

(B) Please see response to MMNUSPS-T22-24(B). 

(C) Please see response to MMA/USPS-T22-24(C) 

(D) Please see response to MMA/USPS-T22-24(D). 

(E) Please see response to MMA/USPS-T22-24(E). 

(F) No such "assumption" has been made. To the extent that there are address 

quality differences that result in cost differences between the benchmark and 

presort letters rate categories, those cost differences are included in the 

worksharing related savings estimates. 
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MMAIUSPS-T22-27 Please refer to your model cost derivations where you include a 
post ofice box sort as part of the incoming secondary and to Library Reference USPS 
LR-J-117, file worksheet "Delivery Volumes." 

A. Please define exactly what "post office box sort" means and whether or not this 
includes depositing the letters into a post office box or a sack or tray for caller 
service. 

For Automation letters, did you assume that 13% of the letters are addressed to 
a post office box, as found by USPS witness Schenk? If no, please explain. 

For metered letters did you assume that 33% of the letters are addressed to a 
post office box, as found by USPS witness Schenk for First-Class single piece 
letters. If no, please explain. 

B. 

C. 

RESPONSE: 

(A) These costs represent the tasks performed by the customer service (function 4) 

clerks who case post ofice box mail directly into the box section. 

(B) No. The methodology used to estimate these costs is described on page 14 at 

25. 

(C) No. The methodology used to estimate these costs is described on page 14 at 

25. 

I 

4 
.. 
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MMNUSPS-T22-29 Please refer to page 8 of your Direct Testimony, where you state 
“[my] analysis relies upon shape-specific CRA mail processing unit costs, which are 
reported by cost pool in the In-Office Cost System (IOCS).” 

A. 

6. 

INTERROGATORIES OF T H E M A J o R K L E R S  ASSOCIATION- 

Please provide a complete definition of the 1 CANCMMP and LD79 cost pools 

If workshare mail is plant loaded in a First-class mailer’s facility, does the mail 
bypass the operations for which costs are included in the ICANCMMP Cost 
Pool? If not, please explain your answer fully. 

Please state which cost pool includes costs associated with having USPS 
personnel accept First-class workshare mail when such mail is plant loaded at 
the mailer’s facility. 

Please state which cost pool includes costs associated with having USPS 
personnel accept First-class bulk metered mail when such mail is delivered to a 
USPS window or loading dock. 

For the Base Year and the most recent 12 months for which information is 
available, how many First-class automation mailers has the USPS made 
arrangements with to have their high volume automation mail plant loaded? 

For the Base Year and the most recent 12 months for which information is 
available, how many geographically distinct First-class mailer facilities are 
covered by plant loading arrangements? 

Please provide all documents describing the policies and criteria used by the 
USPS in deciding which First-class mailers should plant load their automation 
mail. 

When did the Postal Service first begin having First-class mailers plant load their 
automation mail? 

t 

C. 

D. 

E. 

F. Q 
G. 

H. 

I. For each year since the Postal Service began having First-class automation 
mailers plant load their mail. please provide the total number of First-class mail 
letters that were plant loaded. Please provide the sources for your answer. 

Please provide all studies or other documents which describe and/or quantify the 
cost savings and other benefits that the USPS derives from having First-class 
mailers plant load their mail. 

J. 

RESPONSE: 

(A) The operations mapped to these cost pools can be found in USPS LR-J-55, 

pages 24 and 1-27 
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(E) Presort letters and cards would generally not incur any costs mapped to the 

"ICANCMMP" cost pool unless that mail is being weighed into the MODS system 

as "meter bypass" mail (MODS operation 0208). 

(C) Acceptance and verification costs are found in cost pool "LD79." 

(D) The answer to this question depends on where this mail enters the facility. If 

BMM letters are entered directly at the dock, these costs would be included in the 

"IPLATFORM" or "ALLIED cost pools. If BMM letters are entered at the  BMEU, 

these costs would be included in the "LD79' cost pool. 

(E) Redirected to the United States Postal Service 

(F) Redirected to the United States Postal Service. * 
(G)  Redirected to the United States Postal Service 

(H) Redirected to the United States Postal Service. 

(I) Redirected to the United States Postal Service 

r 

(J) Redirected to the United States Postal Service 
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MMA/USPS-T22-31 Please refer to Library Reference USPS LR-JSO, particularly your 
model cost derivations for automation and nonautomation First-class and Standard 
letters 

INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

- -  
~ 

A. Please confirm that your mail flow models for each of the corresponding presort 
levels, mixed PADC, AADC, 3-Digit, and 5-Digit, are nearly identical, with the 
only change being a small difference in the AccepUFinalization rates. If you 
cannot confirm, please explain. 

Please confirm that your cost models for each of the corresponding automation 
presort levels, mixed AADC. AADC, 3-Digit. and 5-Digit, are nearly identical, with 
the only change (aside from that discussed in part A) being a small difference in 
the premium pay factor. If you cannot confirm, please explain. 

Please confirm that you used identical productivities for First-class and Standard 
Mail letters in your analysis. If you cannot confirm, please explain. 

Please confirm the results from your cost models shown in the table below for 
automation and nonautomation letters. If you cannot confirm, please explain and 
provide the corrected results. 

6. 

C. 

D. 

Difference I costs I costs 

Comparison of First-class and Standard Mail Model Unit Costs 
First-class 1 Standard 

1 Rate Cateaorv 1 Model I Model 1 I 

~, Automation Mixed AADC 1 4.280 1 4.173 
~ Automation AADC 3.368 3.286 

0.106 
0.082 

E. Please confirm that, except for nonautomation nonmachinable 3-Digit and 5-Digit 
letters, First-class letters have a slightly higher unit mail processing cost than 
Standard Mail letters that can, for the most part, be tied to the premium pay 
factor. If you cannot confirm, please explain. 

1 Automation 5-Digit 
~ Nonautomation Nonmachinable Mixed AADC 

Nonautomation Nonmachinable AADC 

1.823 1.778 0.045 
17.756 17.110 0.646 
12.236 1 12.078 0.158 

: Nonautomation Machinable Mixed AADC j 4.192 1 4.097 
' Nonautomation Machinable AADC 1 4.192 4.097 
~ Nonautornation Nonmachinable 3-Digit ~ 10.254 1 10.295 
Nonautomation Nonmachinabie 5-Digit I 5.709 5.888 
Nonautomation Machinable 3-Digit I 3.933 3.843 

0.095 
0.095 
(0.041) 
(0.179) 
0.090 
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Please confirm that for nonautomation nonmachinable 3-Digit and 5:Digit letters, 
First-class costs less than Standard Mail because its lower package sorting 
costs more than offset the impact of the premium pay factor. If you canpot 
confirm. please explain. 

Please confirm the results from your cost models shown in the table below for 
automation and nonautomation letters mail packaging sorting costs. If you cannot 
confirm, please explain. 

~ ~ 

F. 6 
G. 

1 1 PkgSort 1 PkgSort  
Rate Category cos t  cost 

Comparison of First-class and Standard Mail Package Sorting Costs 
, First-class 1 Standard 1 

Difference 

Nonautomation Nonmachinable AADC I 1980 2 129 

H. Please describe and define package sorting costs, explain why package sorting 
costs are only incurred by nonmachinable letters (as opposed to machinable 
letters), and explain why the package sorting cost per piece is so high? 

Why are package sorting costs for Standard Mail higher than those for First- 
Class Mail for the AADC, 3-Digit. and 5-Digit presort levels, but lower than the 
costs of First-class Mail for the Mixed AADC presort level? 

Please explain why the average weight for a Standard Mail letter, which is 64% 
higher than the average weight for a First-class letter, has no effect on the unit 
costs derived from your mail flow models. 

b 1. 

J. 

RESPONSE: 

(A)@) In general, First-class Mail letters and Standard Mail letters are processed using 

the same MODS operation numbers. Consequently, it is not always possible to 

collect data by class using postal data collection systems. In Docket No. R97-1, 

separate data were collected as part of USPS LR-H-130. This library reference 

include accept rates related to the Remote Bar Coding System (RBCS). Some 

accept rates from that library reference are relied upon in my nonautomation 

presort letters cost models. Consequently, the volumes processed in a given 

(0,149) 

operation in the First-class nonautomation cost models are riot identical to those 

processed in the corresponding Standard nonautomation cost models 
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The volumes processed in a given operation in the First-class automation cost 

models, however, are identical to those processed in the corresponding 

automation Standard cost models. 

The premium pay factors for First-class Mail and Standard Mail differ, reflecting 

the fact that First-class Mail tends to be processed during the premium pay time 

periods (Tours I and Ill) while Standard Mail is not (Tour 11). These factors have 

an effect on both the nonautomation presort letters and automation presort letters 

costs. 

Confirmed. 

Confirmed as of 11/09/01 

It can be confirmed that, all else equal, the First-class Mail premium pay factor is 

higher than the Standard Mail premium factor. Consequently, the First-class 

presort letters model costs are higher than the corresponding Standard presort 

letters model costs. 

It can be confirmed that when the accept rates, premium pay factors and 

package sorting costs are all taken into consideration. the model costs estimates 

for the First-class nonautomation nonmachinable 3-digit and 5-digit presort 

letters categories are less than the cost estimates for the corresponding 

Standard presort letters categories. 

Confirmed 
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(H) The package sorting costs represent those tasks performed by mailhandlers that 

pertain to package sorting based on the package presort level. These costs do 

not apply to machinable ("upgradable" letters as they are currently defined) 

because machinable letters must be entered in full trays with no packaging. The 

package sorting costs are being revised. 

(I) As stated in my response to (H), the package sorting costs are being revised 

( J )  As stated in my response to (A) and (B), disaggregated data are not available by 

class. Along that same vein, disaggregated data are not available for mail pieces 

of varying weights. CRA adjustment factors are applied to the model costs to 

compensate for the fact that disaggregated data are not available. 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION- 
MMA/USPS-T22-32 Please refer to Library Reference USPS LR-J-60, particularly your 
CRA costs for automation First-class and Standard letters on pages 8 and 60 

A. Please confirm the CRA cost results as shown in the table below for automation 
letters. If you cannot confirm. please explain. 

(Please see the table on the next page.) 

Please confirm the base year percentages for volume presorted by level shown 
in the table below. If you cannot confirm, please explain and provide the correct 
percentage. 

B. 

Comparison of First-class and Standard Mail Automation Letters 
Base Year Volume Percentages By Presort Level 

I 
I I Base Year% Base Year % 

C. Please confirm that your model derived weighted average unit costs for First- 
Class Automation letters and Standard Automation letters are 2.683 cents and 
2.656 cents, respectively, and that these derivations utilize the volume 
percentages shown in part B. If you cannot confirm, please explain and provide 
the correct average unit costs. 

Please explain why your model costs indicate that First-class Automation letters 
cost slightly more to process than Standard Automation letters, but actual CRA 
costs indicate that Standard Automation letters cost more to process than First- 
Class Automation letters. 

D. 
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(A) Confirmed. Please note that this table includes the revised figures for USPS LR- 
J-60 that were filed on 11/05/01. 

(6) Confirmed. 

(C) Confirmed 

(D) In general, First-class Mail letters and Standard Mail leners are processed using 

the same MODS operation numbers. Consequently, it is not always possible to 

collect data by class using postal data collection systems. CRA adjustment 

factors are applied to the model costs to compensate for the fact that 

disaggregated data are not available. 
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MMA/USPS-T22-33 Please consider two mailings of 600,000 pieces each and 
identical in all respects except the following: Mailing A is sent by one large 
First-class presort mailer whereas Mailing B is sent by 1,000 BMM mailers. 
For purposes of this Interrogatory, please assume that the First-class presort 
mailer conforms to all of the requirements that apply to design, preparation, and 
acceptance of Automation letters and that the BMM mailers all conform to the 
requirements that are applicable to BMM letters. Assume further that each tray 
of BMM letters contains 600 letters whose addresses are machine printed. 

-~ ~~~~ ~ -~ ~~~ 

A. Please confirm that the large First-class presort mailer will have his mail 
accepted by a postal employee located at either a bulk mail entry unit or 
at the mailer's plant. If you cannot confirm. please explain. 

8. Please confirm that the BMM letters will be trayed and be accepted either 
by a postal employee during his collection route or by a window service 
clerk at a local post office. If you cannot confirm, please explain. 

C. Please confirm that in your CRA-derived unit costs for metered letters, 
you include no costs to reflect BMM letters accepted by (1) a postal 
employee during his collection route, or (2) a window service clerk at a 
local post office. If you do not confirm, please explain. 

D. Please confirm that in your CRA-derived unit costs for Automation letters, 
you include MODS 79 LD79 costs that reflect the letters being accepted 
by Postal employees. If no, please explain. 

E. Please confirm that your mail flow model-derived unit costs do not 
include any acceptance costs for either Automation letters or BMM 
letters. If no, please explain. 

F. Please estimate the cost for a Postal Service employee to accept one 
tray of BMM from 1,000 separate mailers (1) during his collection run, 
and (2) at the window of a postal facility. Please support your answer. 

G. Please confirm that the large First-class presort mailer prepares his mail 
by performing all the steps and operations listed in Interrogatory 
MMPJUSPS-T22-IC. 

H Please estimate the total cost for the Postal Service to perform all of the 
same operations listed in Interrogatory MMA/USPS-T22-1C for the 1,000 
BMM trays from the time the letters are accepted, sent through the mail 
prep operation and RBCS (where they are barcoded and sorted), and 
until the letters are re-trayed, palletrzed and packed into trucks. Please 
support your answer 
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1. When the BMM is finally packed into outgoing trucks as described in Part 
E, will the letters be sorted to a greater degree, lesser degree or about 
the same degree as the letters that were prepared by the large presort 
mailer? Please support your answer. 

J. Please confirm that while the BMM letters are being processed in the 
outgoing RBCS, outgoing BCS primary and outgoing BCS secondary 
operations of the originating SCF, the nonlocal Automation letters mailed 
by the large presort mailer will either be stored near the dock waiting to 
be packed into trucks, or will bypass the SCF completely, going directly 
to a HASP or airport. If you cannot confirm, please explain. 

K. Please estimate the transportation costs for the (1) Automation letters 
and (2)  the BMM letters? If you cannot estimate these costs, please 
state whether the transportation costs for the Automation letters would be 
higher, lower or the same as the BMM letters. Please explain all the 
reasons for your conclusion and support your explanation with 
appropriate record citations or copies of studies or any other documents 
you review in reaching your conclusion. 

L. Please confirm that neither your CRA-derived or your mail flow model- 
derived unit costs include transportation costs for Automation or BMM 
letters. If no, please explain. 

M. Please refer to the Undeliverable-As-Addressed Study filed as Library 
Reference USPS-LR-1-82 in Docket No. R2000-1 ("UAA Study"). Please 
confirm that according to pages 12 and 27 of the UAA Study, 3.09% of 
all First-class letters are UAA and 87.67% of those UAA letters are sent 
by business. If you cannot confirm, please explain. 

N. Please confirm that BMM is mailed exclusively by businesses (as 
opposed to households). If you cannot confirm, please explain. 

87.67%) will be UAA? If no, please explain. 

P. Please estimate the UAA (mail processing and delivery) costs for (1) the 
600,000 Automation letters and (2) the 600,000 BMM letters? If you 
cannot estimate these costs, please state whether the UAA costs for the 
Automation letters would higher, lower or the same as the BMM letters. 
Please explain all the reasons for your conclusion and support your 
explanation with appropriate record citations or copies of studies or any 
other documents you review in reaching your conclusion. 

0. Is it reasonable to conclude that on average, 2.7% of all BMM (3.09% x 

.- 

.A 

3 

r 
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Q. Please confirm that delivery unit costs that you obtained from USPS 

witness Schenk do not include any specific impact of UAA letters that 
have to be either forwarded or returned. If no, please explain. 

e 

RESPONSE: 

(A) Confirmed 

(8) BMM letters do not typically incur "verification and acceptance costs." In 

my field observations, I have seen BMM letters enter facilities in the 

following ways: (1) the mail is submitted to employees at the back dock, 

(2)  the mail is submitted to clerks at the BMEU,  or (3) the mail is 

submitted with other collection mail. I have not personally observed 

BMM letters being submitted to window clerks. 

( C l )  Transportation costs are not defined as "mail processing" and are not 

included in the CRA mail processing unit cost estimates. However, the 

mail processing costs incurred when BMEU employees or dock 

employees are given this mail would be included. 

(C2) Window service costs are also not defined as "mail processing" and are 

not included in the CRA mail processing unit cost estimates. 

(D) Confirmed. 

(E) It can be confirmed that the actual mail flow cost models do not include 

acceptance and verification costs. 

(F) I am not aware of any analyses that have been conducted to determine 

these costs. 
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RESPONSE TO KEIUSPS-T22-33 (CONTINUED) i 
I cannot confirm this statement. Please see the response to 

MMNUSPS-T22-1 (C). 

As stated in USPS-T-22 on page 19 at 27, a cost estimate for BMM 

letters is djfficult to quantify. Consequently, the mail processing unit 

costs for all metered letters are used as a proxy. To the best of my 

knowledge, cost estimates at the level of detail requested are not 

available. In addition, please see the response to MMNUSPS-T22-1 (E). 

BMM letters are not “packed into outgoing trucks.” They are routed 

directly to automation where they are processed and mixed with other 

letters. 

Confirmed 

Redirected to the Postal Service 

Confirmed. In addition, please see the response to MMA/USPS-T22- 

1(G). 

Confirmed 

It can be confirmed that BMM letters mailers would likely represent 

businesses. 

Redirected to the Postal Service 

Redirected to the Postal Service 
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RESPONSE TO MMNUSPS-T22-33 (CONTINUED) 

(Q) To the extent that UAA issues affect in-office delivery unit costs, I would 

imagine they are imbedded in witness Schenk’s figures. 
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6 
- RESFONSE OF UNITED STATES-FOmL SERVICE WITNESS MILLER TO 

MMA/USPS-T22-34 Please refer to your answer to POSTCOMIUSPS-T24-1 

where you explain that your mail flow models do not include missorts where mail 

pieces are initially routed to the incorrect delivery address 

INTERROGATORIES OF THE MAJOR MAILERS ATSG~~TXN- 

A. Please confirm that you believe that CRA adjustment factors that have 
been applied to the rate category models account for the fact that some 
tasks, such as missorting, have not actually been modeled. If no, please 
explain. 

B. Please confirm that other tasks not included in your cost models include: 

1. Mail preparation operations: 
2. Platform operations; 
3. Allied labor; 
4 .  Pouching; 
5. Package sorting; 
6. Tray sorting; and . 
7.  Sack sorting. 

C. Please list any other tasks, not included in part B. that your cost models 
do not reflect. 

D. Is it your position that the CRA adjustment factors that you have applied 
to the rate category cost models do account for the fact that some tasks 
have not actually been modeled. If no, please explain. 

E. Please confirm that, for First-class Automation letters and Standard 
Automation letters, the unit mail processing costs derived by your cost 
models is greater than the CRA-derived unit mail processing costs. If 
you cannot confirm, please explain. 

F. Please confirm that for First-class Automation letters and Standard 
Automation letters, application of your CRA adjustment factors reduces 
the model-derived unit costs in order to reconcile them to the CRA unit 
cost. If no, please explain. 

G. If you confirm part F of this interrogatory, please explain how the CRA 
adjustment factor, which reduces the model-derived unit cost, accounts 
for the fact that some tasks have not actually been modeled. 
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(A) CRA adjustment factors are applied to account for the following: (1) the 

fact that average data are used, (2) the fact that all tasks are not 

modeled, and (3) the fact that the cost models are, by definition, a 

simplified representation of reality. 

(B) These tasks are not included in the cost models. With the exception of 

sack sorting, these tasks are included in the worksharing related savings 

esfimates. 

(C) The cost models include piece and package distribution costs. Any costs 

not related to piece or package distribution would not be included. 

(D) CRA adjustment factors are applied to the model costs for the reasons 

specified in the response to MMA/USPS-T22-34(A). This form of "hybrid 

cost methodology has been endorsed by the Commission since MC95-1. 

(E) Confirmed. 

(F) Confirmed 

(G) CRA adjustment factors are applied for the reasons listed in response to 

MMA/USPS-T22-34(A) which includes, but is not limited to, the fact that 

some tasks are not actually modeled. In addition, CRA adjustment 

factors are obviously affected by the CRA mail processing unit cost 

estimates and involve analyses performed by multiple witnesses. Please 
see the response to MMA/USPS-T22-1O(C) and (D). 
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MMNUSPS-T22-35 Please refer to USPS-LR-J-60, page 16 where you model 

INTERROGATORIES OF THE MAJOR MAILERSASSTCTATW 

the mail flow for First-Class metered letters 

A. Please confirm that you show that 890 of 10,000 letters, or 8.9% of the 
letters will be addressed and delivered to a post office box. If you cannot 
confirm, please explain. 

B. What is the source of this number? 

C. Please confirm that USPS witness Schenk imputed that 33% of First- 
Class single piece and 13% of workshare letters were addressed and 
delivered to a post office box. (Please refer to USPS-LR-J-117, 
worksheet "Delivery Volumes".) 

0. Please reconcile your 8.9% with the figures derived by USPS witness 
Schenk. 

E. Would metered mail letters exhibit the delivery address characteristics (of 
being addressed to a post office box) of a single piece letter or a 
workshare letter? Please explain your answer. 

RESPONSE: 

(A) Confirmed. 

(8) Please see USPS LR-J-60, page 53 

(C) Please see the response to MMNUSPS-T43-1(R) and MMNUSPST43- 

1 (SI. 

(D) The cost methodologies employed by witness Schenk and myself differ. 

The figure I used has been applied equally to all rate category cost 

models in a given cost study that are being used to de-average a CRA 

mail processing unit cost estimate. CRA adjustment factors should 

.account for any variation that may result were the actual values for some 

data inputs to vary from those used in the models. 
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RESPONSE TO MMNUSPST22-35 (CONTINUED) 

(E) To the extent that BMM letters are the most likely mail pieces to convert 

to worksharing, it stands to reason that they are more likely to be 
addressed similarly to worksharing letters. 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION- - 

MMAIUSPS-T22-36 Please refer to USPS-LR-J-60, pages 14 and 16 where 
you model the mail flow for First-class of QBRM and metered letters. 

A. Please confirm that 100% of QBRM letters are pre-barcoded and that the 
design and printing of each envelope has been pre-approved by the 
Postal Service to conform with postal guidelines and requirements to 
ensure machinability. If no, please explain 

B. Please confirm that none of the metered letters is pre-barcoded and 
none have been specifically designed to conform with postal guidelines 
or requirements to ensure machinability. If no, please explain. 

C. Please confirm that for QBRM, you assume that 4.9% of the letters will 
be rejected in the outgoing BCS primary operation, requiring manual 
processing throughout the mailstream from that point forward. If no, 
please explain. 

D. Please confirm that for metered letters you assume that .19% of the 
letters will be rejected in the outgoing ISSlRCR primary,.07% of the 
letters will be rejected in the outgoing OSS primary, and .16% will be 
rejected in the outgoing BCS primary, for a total of .42%. If no, please 
explain. 

E. Please explain how the percentage for QBRM letters that are rejected 
from automation in the outgoing primary can be more than 7 1 times that 
same percentage for metered letters. 

RESPONSE: 

(A) Please see the response to KENSPS-TZZ-IO(A). 

(B) This can be confirmed for BMM letters 

(C) Please see the response to KEIUSPS-T22-1O(C). 

(D) Not confirmed. Please see the revisions filed on 11/15/01. 

(E) Please see the revised cost methodology filed on 11/05/01 and the 

subsequent revisions filed on 11/15/01. The processing of rejects is no 

longer included in the QBRM analysis. 
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MMA/USPS-T22-37 Please refer to USPS-LR-J-60, page 8 where you list the 
CRA cost pools for First-class metered, automation letters. 

. .  

A. Does cost pool MODS 79 LD79 include costs associated with accepting 
workshare letters and verifying the postage paid? If no, please explain. 

B. Please confirm that you have included these costs as workshare-related 
but fixed, Le., related to worksharing but not related to the degree of 
presort. If no, please explain. 

C. Please confirm that of all the cost pools that you deem are workshare 
related, the MODS 79 LD 79 costs are the only costs where automation 
costs are greater than the benchmark metered letter costs. 

D. What is the comparable cost pool for the following rate categories where 
the mail is accepted by the Postal Service and postage is verified? If 
such a cost pool exists, please quantity such costs under the Postal 
Service's costing methodology and the Commission's costing 
methodology. If no cost pools exist, please explain how the benchmark 
letters are accepted, with postage verified, without a cost being incurred 
by Postal Service. 

1. Metered letters, and 
2. Bulk metered letters. 

c 

E. If you have included in your derivation of workshare cost savings the 
costs associated with either category listed in part B, please explain 
precisely where on page 8 of USPS-LR-JdO those costs are shown? If 
you have not included those costs, please explain why such costs are 
not relevant? 

RESPONSE: 

Yes. 

Confirmed. 

Not confirmed. The "IBULKPR cost pool for automation presort letters 
Is also greater in value than that for BMM letters. 

To the extent that any costs were incurred by employees charging their 

time to acceptance and verification operations, the costs would also be 
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RESPONSE TO MMAIUSPS-T22-37 (CONTINUED) 

found in the "LD79 and "BULKPR" cost pools 

(D2) Please see the response to MMA/USPS-T22-37(Dl) 

(E) It is assumed that this question actually refers to part 0, and not part B. 
Please see the response to MMA/USPS-T22-33(6). The areas where I 

have seen BMM letters being submitted to the Postal Service involved 

employees who were charging their hours to MODS operations that have 

been mapped to worksharing related cost pools. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES~ OF~THE MAJORlVlATCERS~~ASSOClATION ~ 

MMAIUSPS-T22-38 Please refer to page 8 of Library Reference USPS-LR-J-60 
where you derive the unit cost for BMM letters. 

A. What proportion of BMM letters is prebarcoded by mailers because they 
consist of a courtesy reply envelope? Please support your answer. 

~ ~ ~ ~ -~ 

6. What proportion of metered letters is prebarcoded by mailers because they 
consist of a courtesy reply envelope? Please support your answer. 

C. Do you agree that it is more likely that single piece metered letters are more 
likely to be a courtesy reply enveloped than a BMM letter? Please explain 
your answer. 

D. In your derivation of workshare cost savings, do you assume that none of 
your benchmark letters are prebarcoded by mailers? If no, please explain 
how you isolate the impact of worksharing, which includes barcoding, when 
some of your benchmark letters are prebarcoded by mailers and reflected in 
the costs. If yes, please show how you have adjusted the benchmark BMM 
costs to remove the impact of prebarcoding by mailers. 

E. Please provide the proportion of letters that are prebarcoded by mailers for 
(1) metered letters and (2) BMM letters. Please provide the sources for your 
answers. 

F. Please confirm that in your model for metered letters, vou assume that none . 
of the letters is prebardoded. If no, please explain. 

G. Please confirm that in your model, if you had assumed that some portion of 
the letters were prebarcoded, such letters would bypass the RBCS and go 
directly to the outgoing BCS primary. If no, please explain. 

H. Please confirm that in your model, if you had assumed that 10% of the 
letters had been prebarcoded by mailers. your derived unit metered letter 
would go up by .044 cents, or 1%. If you cannot confirm, please explain. 

Please confirm that in your model, for every 10% increase in the number of 
letters assumed to be prebarcoded, your derived unit metered letter cost 
increases by an additional ,044 cents or 1%. If no, please explain. 

J. Please confirm that in your model, if you assume that 100% of letters Were 
prebarcoded, your derived unit metered letter cost increases by an additional 
,437 cents or 10.4%. I f  no, please explain. 

I. 
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RESPONSE TO MMAIUSPS-T22-38 (CONTINUED) 

K Please justify the reasonableness of a cost model such as the one you 
present to the Commission for metered letters that results in increased costs 
when mailers provide a prebarcode on their outgoing letters. 

RESPONSE: 

S 

Please note that the BMM letters cost sheet and mail flow model are not on 

page 8, but are on pages 15 and 16, respectively 

(A) Redirected to the Postal Service. 

(E) Redirected to the Postal Service 

(C) I have not studied this issue and therefore have no basis for forming such 

an opinion. 

(D) No. The BMM letters cost estimate is the average unit cost for all 

metered mail letters. I made no such adjustments to reflect the 

possibility that some letters may be prebarcoded, just as I made no such 

adjustment to reflect the possibility that some letters may contain 

handwritten addresses. 

(E)  Redirected to the Postal Service. 

(F) The cost models assume that the BMM letters have machine printed 

addresses and are not prebarcoded. I did not assume any mail pieces 

were prebarcoded. I also did not assume that any mail pieces contained 

handwritten addresses. 

(G) Confirmed 
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RESPONSE TO MMNUSPS-T22-38 (CONTINUED) 

(H) Not confirmed. Please see the revisions filed on 11/15/01 

(I) Not confirmed. Please see the revisions tiled on 71/15/01 

(J) Not confirmed. Please see the revisions filed on 11/15/01 

(K) The actions described in parts (H) through (J) seek to use the cost model 

for a purpose other than that intended. The BMM letters cost model is 

used solely to develop a CRA adjustment factor for use in the QBRM and 

nonstandard surcharge cost studies. The BMM letters cost model and 

the automation presort letters cost models are not interdependent in any 

way. 

8 Most cost studies involve narrowly defined benchmark - rate category 

comparisons. For example, automation presort letter cost models by rate 

category are used to de-average a CRA mail processing unit cost 

estimate. Those results are then compared to a Bulk Metered Mail 

(BMM) letter benchmark. 

There are many limitations when it comes to the data that can be used 

for cost models. Many data inputs represent "average" figures. In 

addition some of the data inputs would likely change if large volumes of 

mail migrated from one mail type (e.g., single-piece) to another. The 

cost models in USPS LR-J-BO were not constructed to evaluate such 
migration. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 

MMAIUSPS-T22-40 Please refer to pages 17-21 of USPS-LR-J-60 where you 
derive the unit cost estimate for non-automation machinable letters. 

A. Please confirm that for the machinable mixed AADC-AADC model, if you 

I N T E R R O G ~ A T O R I E S ~ O F ~ T H E ~ ~ ~ O R ~ ~ l L € R S A S S O C l O N ~ ~ ~ ~  ~~ ~- . ~ .  __ 

had assumed that all of the letters had been prebarcoded by the mailer, and 
thus were sent directly to the outgoing BCS primary operation (bypassing the 
outgoing RBCS), the unit cost increases by 10.5% from 4.192 cents to 4.630 
cents. If you cannot confirm, please explain. 

6 .  Please confirm that for the machinable 3-Digit - 5-Digit model, if you had 
assumed that all of the letters had been prebarcoded by the mailer, and thus 
were sent directly to the incoming MMP Auto operation (bypassing the 
incoming RBCS), the unit cost decreases by 14.7% from 3.933 cents to 
3.368 cents. If you cannot confirm, please explain. 

C. Please discuss the reasonableness of your models whereby allowing mailers 
to prebarcode their outgoing mail increases postal costs for mixed AADC or 
AADC letters, but reduces postal costs for 3-Digit or 5-Digit letters. 

RESPONSE: 

(A) 

(B) 

(C) 

Not confirmed. Please see the revisions filed on 11/15/01. 

Not confirmed. Please see the revisions filed on 11/15/01. 

The actions described in parts (A) and (6) seek to use the cost model for 

a purpose other than that intended. The nonautomation presort letters 

cost models and automation presort letters cost models are not 

interdependent in any way. 

Most cost studies involve narrowly defined benchmark - rate category 

comparisons. For example, automation presort letter cost models by rate 

category are used to de-average a CRA mail processing unit cost 

estimate. Those results are then compared to a Bulk Metered Mail 

(BMM) letter benchmark. 

There are many limitations when it comes to the data that can be used 

for cost models. Many data inputs represent "average" figures. In 

addition some of the data inputs would likely change if large volumes o f  
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RESPONSE TO MMNUSPST22-40 (CONTINUED) 

. .  

mail migrated from one mail type (e.g., single-piece) to another. The 

cost models in USPS LR-J-60 were not constructed to evaluate such 

migration. 
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MMA/USPS-T2241 Please refer to your response to Part A of Interrogatory 
MMNUSPS-T22-1 where you cannot remember stating that you had never 
visited workshare mailer facilities to view first hand how mailers perform 
worksharing operations. 

A. Prior to your visits discussed in Part 8 of that interrogatory that occurred 
last summer in preparation for your testimony in this case, do you 
remember ever visiting a workshare mailer's facility to view first hand how 
mailers perform worksharing operations. If your answer is yes, please 
provide, for each such visit, the name of the mailer, the location of the 
facility, the date and duration of your visit, the names of the mailer and 
USPS representatives who accompanied you on the visit, a description of 
what workshare activities you observed and how you have given 
workshare mailers credit for such cost sparing activities in your analyses 
in this case, and copies of all notes, memos, and/or reports you or other 
USPS representatives made in connection with such visit. 

B. Please confirm that in Docket No. R2000-1 you made the following 
statement at TR 713149: 

I am not really an expert on presort mailers so I wouldn't 
know the answer to questions in terms of what they do 
prior to entering their mail at a postal facility. 

C. Please provide your understanding that, depending upon the volumes of 
workshared letters mailed, workshare mailers perform some or all of the 
following operations: 

1. Traying the letters 

a. Unloading and distributing empty trays provided by the USPS to 
appropriate workstations in the mailer's facility; 

b. Removing old labels and printing and inserting new labels; 

c. Sleeving the trays; 

d. Banding the trays; 

e. Preparing and applying Destination and Routing ("D & R )  labels; 

f. Preparing and applying ACT tags; 

g. Postage Verification; and 

h. Presorting the trays 
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2. Palietizing the trays 

a. Unloading and distributing empty pallets provided by the USPS 
to appropriate workstations in the mailer's facility; 

b. Stacking Trays onto pallets; 

c. Shrinkwrapping pallets to secure trays during transport by the 
USPS; 

d. Labeling pallets; and 

e. Presorting the pallets 

3. Loading mail onto USPS trucks 

a. Moving pallets; 

b. Meeting USPS scheduling requirements; and 

c. Presorting the trucks with presorted pallets c RESPONSE: 

Interrogatory MMA/USPS-T22-1(A) did not ask me to confirm that I had "never" 

visited workshare mailer facilities. That interrogatory asked: 

Please confirm that in Docket No. R2000-1, you testified that you 
did not visit any First-class workshare mailer facilities to view first 
hand how mailers perform worksharing operations. If you cannot 
confirm, please explain. 

Aoain, absent a specific citation, I am unable to confirm whether this 

specific question was posed to me in Docket No. R2000-1. 

(A) In 1992, I was asked by the Postmaster of the San Diego Division 

to help a local presort bureau (ZIPSort) develop an AutoCAD layout 

for their facility that included a Delivery Bar Code Sorter (DBCS). I 
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RESPONSE TO MMA/USPS-T22-41 (CONTINUED) 

was given a general tour as a part of those efforts. I no longer have 

any information concerning the ZlPSort representative with whom I 

talked, the operations that were observed, the date of the tour, or 

the time of the tour. I was also unable to locate any notes from that 

visit. 

On December 15, 1997 from 4-6 p.m., I was given a general tour of 

the RR Donnelly plant in Lynchburg, Virginia. The following 

members of Product Cost Studies also participated in the tour: 

Charles Crum, Sharon Daniel, Jennifer Eggleston, Doug Madison, 

and Dave Yacobucci. I no longer have any information concerning 

the RR Donnelly representative with whom I talked or the 

operations that were observed. I was also unable to locate any 

notes from this tour. 

In the spring of 1998 I conducted field observations at several 

facilities in the greater Chicago metropolitan area with Charles 

Crum and Sharon Daniel. The BMEU supervisor at the Carol 

Stream PBDC arranged an impromptu visit to a Detached Mail Unit 

(DMU) at a nearby mailer's facility. I cannot recall the facility name, 

the person who gave us a tour, the date of the tour, the time of the 

tour, or the specific operations that we saw. I was also unable to 

locate any notes from this visit. 

(8) Confirmed. This statement was made in response to a question 

concerning specific presort bureau operations that was posed to 

me during my cross-examination at Commission hearings. I would 

note that this question is not identical to that alluded to in either the 

preamble or MMNUSPS-T22-1 (A). 

c 
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RESPONSE TO MMA/USPS-T2241 (CONTINUED) 

(C) Please see the response to MMA/USPS-T22-1(C). In addition, it is 

my understanding that some of the tasks mailers may perform are 

based on local agreements in which those mailers may receive 

some sort of service benefit, such as a later entry time. Please see 

the response to MMA/USPS-T22-1 (F). 
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MMA/USPS-T22-43 Please refer to your response to Part C of Interrogatory 
MMNUSPS-T22-8 where you indicate that postal employees do not place trays 
of First-class letters and cards on pallets, label the pallets, sort the pallets and 
transport the pallets within an office. 

A. Please explain what happens to outgoing First-class letters after they 
have been sorted, placed into trays, and after the trays have been 
sleeved, banded, labeled and sorted, prior to the trays of letters being 
loaded onto trucks. 

B. In your development of CRA unit costs for bulk metered mail letters (page 
8 of Library Reference USPS LR-J-BO), please indicate which cost pools, 
if any, include the costs associated with each of the operations you 
discuss in response to Part A to this interrogatory. 

RESPONSE: 

(A) 

(5) 

These trays are typically placed into rolling stock. 

Please see the response to MMA/USPS-T22-8(C3) 
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MMAIUSPS-TZ2-44Please refer to your response to Parts A, B. and C of 
Interrogatory MMNUSPS-TZ2-10. 

[ CRAW R Cost ~ Weighted Model 

, (Cents) I (Cents) 

Rate Category Pools ~ cost 
1 

b 

CRA Adjustment 
Factor 

A. For part A, you failed to reproduce th; table as part of your response to 
the interrogatory and did not answer the question. The table is 
reproduced here. Please confirm the CRA adjustment factors. If you 
cannot confirm, please correct the figures. explain the reason for each 
such correction, and provide appropriate record citations or copies of 
other documents to support each correction. 

Metered Letters 6.447 1 4.193 
Nonautomation Letters j 9.887 1 6.621 

Automation Letters 1 2.138 ~ 2.683 

Computation of Mail Processing CRA Adjustment Factors 

1.508 
1.493 
0.797 

Nonautomation Letters i 8.155 ! 5.664 1.440 

B. In your response to Part B you state that the low model-derived cost 
estimate for BMM (4.193 cents) compared to the CRA-derived metered 
mail unit cost (6.447 cents) is "yet another indication that the BMM letters 
mail processing unit cost estimate may be overstated ..." Did you 
consider that another explanation could be that your model-derived unit 
cost estimate for BMM is not very accurate? If not, why is that not a 
plausible explanation for why your model-derived unit cost estimate is low 
compared to the CRA-derived unit cost. 

C. In your response to Part C you state that had the "Base Year 1998" 
methodology been employed by the Postal Service for estimating 
nonautomation and automation letters, both the CRA proportional 
adjustment factors would have moved closer to 1.000. 

1. , Please explain all the difference between the "Base Year 1998" and 
the "Base Year 1999" methodologies. 

2. Please provide all computations that support your contention and 
copies of all source documents or citations to the record in this case 

~ Automation Letters i 2.150 I 2.656 0.809 



5576 
RESPONSE - OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 

INTERROGATORIES-OF THE MAJOR MAiXRSASSOCIATION--- ' RESPONSE TO MMA/USPS-T22-44 (CONTINUED) 

3 Is the Postal Service conwnced that the "Base Year 1999" 
methodology is more accurate than the "Base Year 1998" 
methodology7 Please explain your response 

D. In your response to Part C, you state that the "Base Year 1998" 
methodology may have resulted in more accurate estimates for 
nonautomation and automation letters. Which cost estimates are more 
accurate, the model-derived costs or the CRA-derived costs? Please 
explain your response. 

E. In your response to Part C, you indicate that, if the "Base Year 1998" 
methodology had been used, the derived cost savings would have 
decreased. Please provide the computations that support this contention, 
appropriate citations to the record in this case, and copies of any other 
source documents. 

RESPONSE: 

(A) The table above has been corrected to reflect the revised figures filed on 

11 m o l .  

( B )  No, this was not considered because the CRA mail processing unit cost 

estimates represent the costs for all metered letters and do not represent 

the costs for Bulk Metered Mail (BMM) letters. 

( C l )  Please see the response to MMNUSPS-T29-14. 

(C2) Please see the response to MMNUSPS-T29-14. 

(C3) Redirected to the Postal Service. 

(D) Redirected to the Postal Service. 

(E) Please see the response to MMA/USPS-T29-14. The Postal Service has 

not used !he BY 1998 methodology in this proceeding. However, if costs 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

were to be moved from the automation presort letters category to the 

nonautomation presort letters category while the volumes remain 

constant, the nonautomation presort letters mail processing unit cost 

estimate would increase and the automation presort letters mail 

processing unit cost estimate would decrease 

B 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION ~ 

MMNUSPS-T2245Please refer to your response to Part C of Interrogatory 
MMNUSPS-T22-13 where you indicate that BMM was accepted at either the 
BMEU or the dock. 

A. Please state precisely in your cost derivations where the BMM 
acceptance costs are included for your: 

1. CRA-derived BMM unit cost. and 

2. mail flow model-derived BMM unit cost 

B. Please explain how you came to this conclusion based on the responses 
to your survey. 

RESPONSE: 

( A I )  If BMM letter trays are given to dock employees, those costs would be 

found in the "1 PLATFORM" and "ALLIED" cost pools. If BMM letter trays 

are given to BMEU employees, those costs would be found in the "LD79' 
cost pool. 

(A2) Acceptance costs are not included in any of the cost models, including 

those related to the First-class Mail presort letters rate categories. 

(B) Question 4 in USPS LR-J-155 asked how 020 bypass mail entered postal 

facilities. 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

MMA/USPS-T22-46 Please refer to your response to Part A of Interrogatory 
MMNUSPS-T22-15 where you show that two mailers sent out 42 traysof 16,296 
letters and 7 trays of 2,364 letters. respectively. 

A. Please explain fully why these two mailers engaged in no worksharing 
and decided to pay the full First-class rate. 

8. How was postage paid on these letters? 

C. Where did the Postal Service accept these letters? 

D. At what time were these letters accepted? 

E. Were these letters presorted? 

F. Were the addresses on these letters pre-certified by CASS? 

G. Did the mailer's employees or Postal Service employees unload the 
letters from the mailers' trucks? 

RESPONSE: 

Please note that the postage statements in the response to MMNUSPS-722-15 8 
Attachment 5 were for mailings submitted by the same mailer on different days. 

(A) In my testimony, I stated that one source of BMM letters is presort 

bureaus that were unable to presort andlor prebarcode all mail pieces and 

still meet the Postal Service critical entry time (USPS-T-22, page 19 at 19- 

24). The referenced postage statements were for. the "residual" mail that 

was submitted by a presort bureau that did not have access to either the 

Remote Computer Read (RCR) system or the Remote Bar Coding System 
(RBCS). 

(8) These postage statements are printouts from the PERMIT system for a 

mailer that maintains its own PERMIT number. 

e (C) These letters were accepted at a Detached Mail Unit (DMU) at the mailer's * plant. 

. r' 

i 
h 
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INTERROGATORIES OF THE MAJOR ~GKERS-ASSOCIATION- 

RESPONSE TO MMAIUSPS-T2246 (CONTINUED) 
0 
D 

(D) For the 42-tray mailing, please see the response to MMNUSPS-T22-15. 

Attachment 5, page 2. The data and time this mailing was entered in the 

PERMIT system is listed as 8/01/00 at 8:42 p.m. For the 7-tray mailing, 

please see the response to MMA/USPS-T22-15, Attachment 5,  page 4. 

The data and time this mailing was entered in the PERMIT system is listed 

as 8/14/00 at 9:06 p.m. 

(E) No. 

(F) Given that this was a presort bureau's mailing that consisted of smaller 

mailings received from its clients, I do not know the answer to that 

question. 

(G) It is my understanding that the residual single-piece mail that is submitted 

by this presort bureau is verified by a postal clerk at the DMU at the 

mailer's plant. Presort bureau employees then load this mail onto a postal 

trailer. A postal driver retrieves the trailer and brings that mail to the 

Denver Processing and Distribution Center (P&DC) where mail handlers 

unload the truck. The mail is then weighed into the MODS system and 

routed to the appropriate operation. 



- 
RESPONSE OF UNITED STATESP-OSTAL SERVICE WITNESS MILLER TO 

INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

MMAIUSPST22-47 Please refer to your response to Interrogatories MMNUSPS- 
T22-2 and MMA/USPS-T22-16. . .  b 

A. In Part A (2) of Interrogatory MMNUSPS-T22-16, you were asked if BMM 
met the physical requirements for First-class automation letter discounts. 
You answered that BMM would not qualify because such letters are not 
barcoded. Please answer the question in terms of a// of the physical 
attribute requirements listed in the DMM that you referred to in your 
response to interrogatory MMNUSPS-T22-2. These physical attributes 
concern the color, weight and stiffness of the paper, letter dimensions, 
quality and place of the address, the need to maintain a barcode clear 
space, etc. 

5581 

- 

B. In part B (1) of Interrogatory MMA/USPS-T22-16, you state that, if a 
presort bureau had not collected BMM from local firms, the mail likely 
would have undergone normal collection procedures. Please explain 
specifically what you mean by normal collection procedures. 

RESPONSE: 

(A) To the best of my knowledge, there are no specific requirements for Bulk 

Metered Mail (BMM) letters as listed in this interrogatory. However, it has 

always been my understanding that BMM letters are regarded to be 

machinable mail pieces with "clean" addresses. I am not aware of any 

studies that have attempted to determine the extent to which these letters 

actually meet the DMM standards for the attributes listed. 

8 

(B) The mail would be entered in the manner the specific mailer would have 

normally entered the mail. had that mailer not submitted that mail to a 

presort bureau. 
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MMA/USPS-T22-48 Please refer to your response to Interrogatory MMNUSPS- 
T22-18 There you state that you have no way to determine whether workshare 
mailers have need for window serviw 

INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION-- __ 
. 

A. Please provide copies of USPS written guidelines, instructions, or rules 
that indicate where mailers must present their eligible First-Class 
automation letters. Is a window of a post office an option? 

Please state the average test year af'ter rates window service cost for 

1. A First-class single piece letter, and 

2. A First-class presorted letter 

For the two unit costs that you provide in response to Part B. please state 
the reasons, if you know, why the unit costs are different. 

Please explain why collection costs, which you state are volume variable 
and are allegedly incurred by single piece but not workshare letters, are 
not included in your analysis of workshare cost savings. (Please do not 
simply refer to your response to Part J of Interrogatory MMNUSPS-T22- 
18, which was not responsive to the original question.) 

Why are collection cost data not available? 

B. 

C. 

D. 

8 E. 

RESPONSE: 

Window service and collection costs are outside the scope of my testimony as 

outlined in USPS-T-22 on page 1 at 3-15. In addition, I did not state that I had 

"no way to determine whether workshare mailers have need for window service." 

The response to MMA/USPS-T22-18(A) and (6) stated that: 

I have not studied this issue so have no basis for forming such 
conclusions. 

(A) Redirected to the Postal Service. 

(B l )  Redirected to the Postal Service. 

l B  (62) Redirected to the Postal Service. 
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INTERROGATORIES OF T H E  MAJOR MAILERS ASSOCIATION 

R E S P O N S E  T O  MMA/USPS-T22-48 (CONTINUED) 

(C )  Redirected to the Postal Service 

(D) The question posed in IvlMNUSFS-T22-:EiJ\~ ccncerns rate aesign. wP1c0 

IS autside the scope of my tes:imony as cs:!ine;: : E  USPS-T-22 on page 1 

at 3-15. The question posed nere, nowever. 1s ccs: related. As the maii 

most likely to convert to worksharinc. i t  is ,my unaers:ar,ding that 6MM 

letters are vjpically entered in bulk a: pcslal iac!lities and would bypass 

collection activities. Please see the respcrse !c MMNUSPS-T22-19(B) for 

an explanation as to why I use the delivery unit cost estimate for 

nonautomatlon machinable mixed AADC >resort letters as a proxy for 

BMM letters. 

(E) Redirected to the Postal Service b 
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RESPONSES OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORES OF MAJOR MAllEii.5 ASSOClATJON 

MMNUSPS-T22-49 Please refer to Pan A of lnterrocjatcrf MMA/USPS-T22-1? wnere 
ycu ,were asked about tne mpacf of your dec;s.or 10 use r,acn:nable nonaularnation 
mixed M D C  ietlers as a proxy fcr 6 M M  :n trger ::: es:ira!e CelNefy unit wsis and yc-r 
response there!o. 

i In pan A ,  you were a s ~ e c  acout how, !?IS cecision ir"3at:ea vour denved 
worksnare C ~ S I  savincs. Your respowe inciczec mat you feel it maoe your  
derived worksnare cost savings more accurate Please Drovrde the actual data. 
apcroDriate ci:afions to !ne record in !his case. ana cccies of any other sour= 
docurnenis that you believe support :ha! ciain. 

Please ccntirm the unit oelivery cos:5 a5 snown in t h e  fable below. 2iease 
make  any carrect~ons. if necessary 

5 



RESPONSES OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF MAJOR MAILE'IS ASSOCIATION 

RESPONSE TO MMAlUSPS-TtZ-49 (CONTlNUED) 

E. increased cy 1.867 cenis for each au:orriat,or, :e%r category If you cannot 
confirm. please explain. 

F Please confirm that ?he test year after rates Actonauon letter volume IS 47 723 
billion pieces. If no, olease provide the cor:ec: 'volume figure. 

G. Please confirm that your assumption conce'ning BMM delivery cosls reoucea 
potential workshare savings ay ,01867 x 37.733 ollllon or S691 million. If you do 
no1 agree, then please provide the correc: amount. and explain the reason for 
such correction. 

H. Please confirm that the only explanation that you provide in your Cirect 
Testimony and Library References for changing the assumption from lhe last 
case concerning BMM delivery costs IS found on page 20 of your Direcl 
Teslimony. There you state: 

In this docket. 1 have r e f m d  that assumption and have assumed that 
delivery unit costs for BMM letters are Ihe same as the delivery unit 
costs for First-class machinable mixed AADC nonauromation presort 
letters'. 

If you cannot confirm. please provide ali other record citations where you 
explain the rationale for your ' r e f i n d  assumption. 

In Part B ol your response. you indicate !hat the DPS percentage for BMM is 
76.35% and IS virtually idenlical lo that for nonauiomation machinable mixed 
AADC presort letters. 

I. 

1. Please confirm that, as your BMM model is construcied, if you have 
overstated tne amount of letters processed by automation, then the very 
likely result would be an understatement of the true BMM unit costs. If you 
cannot confirm. please explain. 

2 .  P!ease c o n f i n  Inat. as your BMM model IS constructed. if you have 
overstated :he amount of letters processed by automation. then the very 
iikelv result wculd be a n  overstatement of the DPS percentage. I f  you 
cannot confirm, 31ease explain. 



RESPONSES OF UNITED STATES POSTAL SEiiVlCE WITNESS MILLER 
TO INTERROGATCRIES OF MAJOR MAILERS ASSOCIATION 

RESPONSE TO MMNUSPS-TZ249 (CONTINUED) 

( C j  1: can be confirmec that had !ne nonautcma!ion preson IeKerS unit c3s: ertina!e 

been used as the proxy for BMM letters. the B M M  letters delivery unit cost 

estimate wculd 'Lave increasec ? .a50 cents. 

(DI It can be confirmed that the automation 3resofl iefters ivorkshanng related 

sabings estimates wourd have increasec OY 1 E50 cents 

(E) Confirmed 

( F )  No: csnfirrnec. The aggregate nonautor,aticn presort letters unit cost estimaw 

represents a category of mail that recuires a substantial amount of manual 

processing. Consequently. I do not view this cost difference as "potential 

savings" related to Bulk Metered Mail (BMM) letters. 

(2 '  Confirmea In addition. please see the response to MMA/USPS-T22-19(6) 

(ti:) Confirmed. However, E M M  letters and nonautomation machinable mixed M D C  
cresort ieners follow identical processing paths. If the  amount of BMM letters 

processed on automation were overstated. then the amount of nonautornatwn 

Tachirable mixed AADC presort letters processed on automation would also be 

Sversrated 

IE-L) Confirmed. However. 6 M M  leners and nonautornation machinable mixed M D C  

9rescF. letters follow Identica! prccessing paths. If the Delivery Point Seouencing 

37'5) oercentage for BV,M letters were overstated, then the DPS percentage for 

nonautomarion machinable mixed AADC presort letters would also be 
oversta!ed. Consequently. those percentages would Still be nearly identical. 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

MMA/USPS-T22-50Please refer to your response to Part E of Interrogatory 
MMAIUSPS-T22-20 where you attempt to explain why the unit delivery cost for 
single piece letters is about 50% higher than your proxy for metered mail 

t 

A Please explain what you mean when you note that single piece letters 
must pass through Delivery Units on both the originating and aestinatinc 
ends 

6. Are metered letters as likely as single ciece letters to pass througn 
Delivery Units on botn the origna! 2nd cectinating enas? Please exp!ain 
your response. 

C. Please explain why, with airnost a S1  billion is at Sake. YOU did not 
oerform an in depth study to explore the reasons that single piece letters 
snould cost 50% more than BMM letters. 

D. Did you consider using single piece letters as a proxy for estimating BMM 
tetter costs? If not, why not? If yes, please explain why you did not do 
so. 

E What is the average DPS rate for First-Class single piece letters? Please 
provide a source and support for your response If you do not have an 
estimate, what is the implied estimate based on USPS witness Schenk s 
aelivery cost study? Please proviae the source and support for your 
response 

RESPONSE: 

(A) I was referring to the possibility that mailers enter their mail in 

neighborhood drop boxes or drop boxes at nearby Delivery Units. This 

mail would be consolidated at the originating Delivery Unit before being 

routed to the plant. On the destinating end, this mail could again be 

roured through a Delivery Unit. This is only one possibility. however. as I 

am not aware of any studies tha; have attempted to determine why these 

ccs! differences ex is:^ In addition. delivery ccsts are outside of the scope 

cf my testimony 

(B)  It IS possible that some of the single-piece letters described in that 

response could be metered 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION c- RESPONSE TO MMNUSPS-T22-50 (CONTINUED) 

(C) The Commission relied on a nonautomation presort letters delivery unit 

cost estimate as the proxy for BMM Ieners in Docket No. R2000-1 

Consequently. I did not feel that such an anaiysts was necessary. Given 

Ihat 25% of First-class Mail nonautcmation presorl !etters are processed 

manually. the use of :he nonautomation mixed AADC presort letters 

delivery unit czsl estimate !s a more reascnaole proxy 

(D) No. Please see the response to MM&’iiUSPS-T22-50(C) 

(E) The Delivery Point Sequencing (DPS) percentages have been taken from 

the cost models. Cost models were not developed for First-class Mail 

singie-piece ietters. It is my understanding tnat witness Schenk‘s analysis 

IS tally-based. Consequently. there IS no way to determine the DPS 

percentage for First-class single-piece letters. 
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INTERROGATORIES OF THE M A J O R  MAILERS ASSOCIATION 

MMAIUSPS-T22-51 Please refer to USPS witness Schenk's response to Part E 
of Interrogatory MMA/USPS-T22-21 where she states that there is "no 
information available" as to the nature of the relationship of weight on mail 
processing costs. 

A. In your analysis of workshare cost savinss piease confirm that your  
model results would not have cF\anged Ptae ; J O ~  assumed that all letters 
were either one ounce (or less) or between one and two ounces. If you 
cannot confirm, please explain. 

6 .  Please explain your cDinion as io . ;JCE!?ET :ne relationship between 
weight (up to two ounces) and mail prccessing cos:s is linear or 
monotone. Please explain the terms ":ir#ear- and "monotone"'. as ycg 
understand them. 

RESPONSE: 

(A) Confirmed. However, if the weight distribution for a specific category of 

mail pieces changed. some cost model inputs could change. In addition 

the CRA mail processing unit costs could change 

$ (B) I have not studied the impact that weight has on cost. Consequently. I 

have no basis for forming an opinion 
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MMNUSPS-T22-52 Please refer to your response to Part A of Interrogatory 
MMNUSPS-T22-22. There seems to be some confusion with your original 
response as the CRA cost pools from the original question nave been modified. 
For example, the cost pools for using the USPS cost methodology should not be 
identical to those of the PRC ccst methodology Yet your response indicates that 
they are identical. 

A. Please review the attachments !o :his interrczatory a n d  answer the ouestion 
again. using the cost pools as shcwn sE;ara:eiy for :he USPS and PRC cost 
methodologies. 

B. Is your original answer correc: where you incicate that incoming secondary 
costs for "auto CR", "3-Pass DPS" and "2-Pass DPS" are reponed in the 
MODS 19 INTL cost pool? If yes. please exclain why such costs are treated 
in your analysis as not related to worksnaring. 

C. Please confirm that the CRA cost pools using the USPS cost methodology 
that are reflected by the models are, in every case, cost pools that you have 
deemed to be workshare-related and proportional. If no, please provide a 
listing of cost pools that (1) are either workshare-related (fixed) or non- 
workshare related (fixed) but are included in the mail flow models or (2) are 
workshare-related proportional but are not included in the mail flow models. 

D. Please confirm that the CRA cost pools using the PRC cost methodology that 
are reflected by the models are, in every case, cost pools that you have 
deemed to be workshare-related and proportional. If no, please provide a 
listing of cost pools that (1) are either workshare-related (fixed) or non- 
workshare related (fixed) but are included in the mail flow models or (2) are 
workshare-related proportional but are not included in the mail flow models. 

RESPONSE: 

(A) Flease see ARacnment 1 The response ccncernino the PRC version has 

tee? reoirec:ed to the Pcs:al Service 

-. 
, Ei 'lease see Azachment i 

Z E E ~  redirec!ed :o the Posral Service. 

I ne response ccnceming the PRC version has 

(C: Confirmed Please see USPS-T-22. page 9 at 3-5 

(Dl  Rtxirected to the Postal Service 'I, 
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I NTE RROGAT~R~ES-O F THE MA J o R MAILERS AS SO CIATI o N 

MMNUSPS-T22-54 Please refer to your response to Part E of interroaatory 
MMAJUS PS-T22-24 

I -  
A. By using BMM as the benchmark from wnicn to measure Automation cos: 

savings, do you implicitly assume !hat BMM would be designed in the same 
manner as Automaticn letters excepr thar !hey wCu i0  not be prebarcoced? I f  
no, please explain. 

B. By using BMM as the benchmark from ,::-,ich, ;c neasure Automation ccst 
savings. do you implicitly assume that 6MM wcula oe aaaressed in tne 
same manner as Automation letters except !hat they wculd not be 
prebarcoded? If no, please explain 

RESPONSE: 

(A) Not necessarily. Although it may not have been defined in explicit terms, it 

i;as always been my understanding that E ~ l k  Metered Mail (EMM) letters 

are bulk-entered, nonpresoned. nonprebarcoded. machinable mail pieces 

with "clean" machine-printed addresses that are likely to be read by postal 

equipment. Please see the examples shown in the response to 

MMNUSPS-T22-15, Attachment 4. It is possible that once a mailer 

converted to worksharing, they might adjust their design and/or 

addressing methods. 

(E) Please see the response to MMNUSPS-T22-54(A) 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 

MMNUSPS-T22-55 Please refer to your answer to MMNUSPS-T22-22. part B 
where you indicate that you agree with USPS witness Eggleston's testimony 
concerning cost pools where automation letters have a cositive. finite cost 
associated with them. when logic dictates that such ccsts are prcbably reponed 
in error. Please indicate which statement you agree to. 

1 

~ INTERROGATQRIESOF-THE-MAJOR MAILERS-ASSOCiAT-ION---- ~ ~~ 

8 
The costs reported in cost pools for Automation letters. such as MDCS 
18 EXPRESS that !cgicaiiy snould be zerc. are c s ! s  that are actually 
incurred by autcmation IeReis but shcuid be reponed in a different c3s: 
pool. 

2. The COSTS reported in ccst pcols fc r  .A~!=r;at!cn Ierters. such as MCES 
18 EXPRESS that logically should be zero. are costs that are incurred 
by another rate category and should have Deen reported as such in 
that cost pool. 

RESPONSE: 

It IS my understanding that both statements (1) and (2) could be true based on 

the circumstances that may exist during any Given IOCS reading However the 

use of the term "rate category" in statement 2 should probably be changed to 

"CRA category" as the costs may not necessarily reflect those of a rate category % 
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INTERROGATORIES OF THE MAJOR MAlLEKS ASSOCIATION 

MMA/USPS-T22-56 Please refer to page 18 of your Direct Testimony where you 
state that the benchmark in your worksharing cost savings analysis is 6ulk 
Metered Mail (BMM) letters. Please also refer to page 16 of USPS-LR-J-BO 
(Revised) where you show the mail flow for BMM leiters. 

A. Please confirm that as shown in your BMM mail flow model. none of the BMM 
letters are prebarcoaed. If no, please explain 

6. Please confirm that the benchmark from which you measure workshare cost 
savings is a nonprebarcoaed metered letter that IS entered in bulk. If no. 
please explain. 

C. Please ccnfirm that you derive workshare ccst savincs not from the model- 
derived BMM unit cost but from the CRA-derived BMM unlt cost. If no, please 
explain. 

D. Please confirm that the CRA-derived BMM unit cost that you use includes 
BMM letters that are prebarcoded. If no, please explain. 

E. Please explain all the circumstances in which prebarcsded CRM would be 
metered and mailed in bulk quantities. 

F. Are BMM letters prebarcoded to the same degree as single piece metered 
letters? Please fully explain your answer. 

G. What percent of BMM letters is prebarcoded7 

H What percent of metered mail letters is prebarcoded? 

RESPONSE: 

(A) Confirmed 

( 8 )  It can be confirmed !ha: the benchmark is a nonprebarcoded machinable 

letter that is entered in bulk The ccs: estimate that is used as a proxy :or 

EMM letters. however, represents the casts for all metered letters. Some 

:f :hose letters n a y  be precsrccded. non-machinable. and have 

handwritten addresses. 

( C )  This can be  confirmed for most of the First-class presort letters rate 

categories, excluding the automation carrier route presort letters category. 
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INTERROGATORIES OFTHE MAJOR MAILERS ASSOClATlON ~ 

___ - - _ _  
- 

RESPONSE TO MMA/USPS-T22-56 (CONTINUED) t - 
(D) It can be confirmed that the actual unit ccst esrirnate :hat has been used 

as a proxy for BMM letters represents the xs1s for all metered letters. 

regaraiess of adaressing method. Conseauen:iy scme letters are 

prebarcoded. same have machine printes aaaresses. and some nave 

hanawritten addresses. 

(E) I am not aware of any sitl;ations wheTe !his :.cuIa cccur Hcwever some 

mailers could prebarcoae mailings usins tecWiolcyes like PC Postage 

(F) Redirected to the Postal Service 

(G)  Redirected to the Postal Service 

(H) Redirected to the Postal Sen/ice 



._ i 596 
RESPONSE OF UNITED SLATES POSTAL SERVICE WITNESS MILLER TO 

INTERROGATORIES OF THE MAJOFMxLERSASSOxETrZ iN  
- -~ 

a MMNUSPS-TZ2-57Please refer to your response to Parts B and C of 
tnterrogatory MMAIUSPS-122-27 Why did USPS witness Schenk use cata that 
implied that 13% and 33% of workshare and single piece letters respectively 
were addressed to post office boxes yet the data you reiiea ucon from Docket 
No MC95-1 inoicates that only 8 9% of workshare ieners and 8 9% of single 
piece bulk meterea letters were addressed to post of ice  acxes 

RESPONSE: 

Witness Schenk reiied on Delivepj Point SecLe?,ce !DPS I percentages from r,y 

cost rnode!s to de-average the  delivery unit ccsts ay rate category The 

remainder of her analysis. however. is independent from my analysis The 

delivery unit cost differences between 6 M M  let!ers and :he First-Class presort 

rate categories should be related to DPS savings. The percentage of post ofice 
box addresses should not affect that savings The source for my post o f ice box 

factor can be found in USPS LR-J-60 on paae 53 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 

lN?ERROGATORlES O-F-THEmA~OR~MA~ICERS-ASSOCIATION- 

MMAIUSPS-T22-58 Please refer to your resoonse to Part D of Interrogatory 
MMA/USPS-T22-29. As part of the question, you were specifically asked which 
cost pools would include the costs incurred when B M M  was entered at a USPS 
window for acceptance and verification. Your response referred to cost pools 
when BMM is entered a2 a dock or BMEU. Please answer the question 
originally posed to you by stating which cost pool includes the costs associated 
with having! the USPS personnel accept and verify First-Class bulk metered mail 
when sucn mail is aelivered to  a USPS window. As cart of your response. 
please provide appropriate ci:a:ions to the recore in lnis prOCeedlng or CCCleS S! 
aocuments that oescriDe the cos: pools affer:ec; Sy acceptance and verification 
of BMM at a window. 

RESPONSE: 

Winaow service costs (cost seome-t 3 2; are no: ciassified as mail processing . 
Consequently. there are no mail processing C ~ S :  pools that contain window 

service acceotance ana verification costs 
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RESPONSES OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF MAJOR MAlLEiiS ASSOCIATION 

MMAIUSPS-T22-59 Please refer to your resDonse to MlJA LSFS-T29-i4 wnere you 
discussed your understanding of the rWo rnethoaoiooies use0 to estimate CRA ccsts for 
automation letters. There you discuss 2 cost "snit" ::om automation letters to 
nonautornation levers Please explain how :his shift enaed UD more than trioling 
Automation carrier route cosi savinos. iron- 3 E  cen!s !G : . ' 1 5  cents. as m o w n  
resoectively. In Library Reference L'SPS LZ-I-iC:,: anc USPS LR-1-377 from Dome: 
No. R2000-1 

RESPONSE: 
It IS my unoers:anding mat IhE IOCS autcrnation nor,ailtorrat!on rnethocology usec in 

:he last case cia not affect the automailon ca:rie: :cute C ~ E S O C ,  !et!ers mail DrOCESSinC 

unit cost estimate or savings estimate becai1se tne ccs!s for mat rate category were 

CRA-derived 

t '- 
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RESPONSES OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF MAJOR MAILERS ASSOCIATION 

MMNUSPS-122-60 Please refer to your response to Parl A of interrogatory 
MMAIUSPS-T22A where you were asked to show a crosswalk between the postai 
operations included in your simulatec mail flow rnooe!s and the CRA cost pools for 
which you have collected data. 

A. F!ease confirm that. on some occasi3ns. !he cllrgoino ISS consists of a retrofirkc 
Acvanced Facer Canceler System (AFCS-iSC I if you cannot confirm. please 
explain. 

F!ease confirm that on other occasions. :ne outgoing ISS consists of a retrofined 
MLOCR (MLOCR-ISS) or a retrofitted DECS r DICSS). If you cannot confirm. 
please explain. 

I f  the outgoing ISS consis!s of an AFCS-ISS. whai cos: pool includes the costs of 
this operation? 

If the outgoing iSS consists of an MLOCR-ISS or DIOSS. what cost pool includes 
the costs of this operation? 

Please confirm that when deriving the CRA-based unit worksharing cost. you 
exclude mail preparation costs from the t o m  costs that you deem to be 
worksharing-related and proportional. If you cannot confirm than please explain. 

B. 

C. 

D. 

E. 

F Please confirm that. when deriving the model-based unit worksharing costs. you 
excluae mail preparation cos!, but inciuded outgoing ISS costs. even if this 
operation consists of an AFCS-ISS. If you cannot confirm, please explain. 

?!ease confirm that your CRA-based unit worksharing costs understate the 
ou:going ISS costs io the exien: that this operation consis:s of an AFCS-ISS. If 
no, piease expiain. 

G. 

RESPONSE: 

[A) it can ce confirmeo :na: tne o u : p n g  In3ut Sub Sysrem (ISS) for handwritten 

:e!:ers ana cams is :he Acvanced Facer Canceler System Inout Sub System 

: A F C S - I S ) .  

i5'1 It can ne confirmed that for ne!erea mail and mail with machine printed 

adcresses the ISS is either a Multi Line Optical Character Reader Input Sub 

Sysiem (hlLOCii-1%) or a Delivery Bar Code Sorter Input Output Sub System 

rDIOSS!. 



5600 
- .~ ~~ ~ .~ ~ 

. .  ~ . 

RESPONSES OF UNITED STATES POSTAL SEXVICE WITNESS MILLE? 
TO INTERROGATORIES OF MAJOR MAILERS ASSOCIATION 

RESPONSE TO MMNUSPS-TZZ-60 (CONTINUED) 

(C) The AFCS-ISS costs are n a c c f d  to tne "*CANC:.!l,4F" cost pool 

13,  The hlLOCR-ISS anc DlCSS cos:s are maccec 'c the "OCW cost pool 

(E) It IS unclear what is meant by the term "-,ail 3rec."  If ;his interrocatory refers 1.0 

tasks related lo cancellation ana mail PreFaration ac:rvities as defined in MOCS 

eperaticns 010C. 020. and 0208. then this STatenieni can 3e confirmed. Tnese 

costs are mapped to the "lCANCMh~1P" cos1 pool. whicn IS classified as 

"worksharing related fixed." 

Not confirmed. The only cos: study in USPS LR-J-60 that would have involved 

the AFCS-ISS operation IS the C6RM cost srudy. The AFCS-ISS operation 'was 

not included in that cost study because both G6RM mail pieces and handwritten 

reply mail pieces must be processed on the AFCS-ICS. The worksnaring related 

savings estimates for the preson letters rate categories do contain costs fer mail 

prepararion Tasks, as :he " 7  CANCIAhqP" cos: pool was classified as "worksnaring 

related fixed." 

Not confirmed. The CRA-based worksnaring relate6 cost estimates include the 

' ' 1  CANCfulhlP" cost pool. ?vhiCh contains costs for the AFCS-ISS operatien. 

(F) 

i G )  
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RESPONSES OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO lNTERROGATORlES OF MAJOR MAILERS ASSOCIATION 

MMAJUSPS-T22-61 Please refer to your response to Parrs A and B of interrooarorJ 
MMNUSPS-T43-19 where you take as a given that 61~1M are to be considered the most 
likely pieces to convert to worksharing. 

A. 

: 
P!ease provide all information. inciucinc reccrc Veferences and cosies o i  ?:nor 
documents. that you relied on to reach this cc~flc!i~s~an. 

Please confirm tnat an in-cecth stucy oi '.vr,:y' Efbltv4 mailers do not engage in 
worksnaring is "outside the sco@e" cf ?cur  :esti,?onp and nas never been 
performed by you or anyone that you know of (SEE also your response to Par: 
A( 1 j of interrogatory hlMNUSPS-T22-6 

Please fully explain whether you beiieve :hat the 1wo examples of 6h.lbl letters 
that you discuss on page 19 of your testimony are likety To convert to 
worksharing. If so, please fully explain your answer 

Do you believe that. if BhlM mailers were likely to convert their mail to 
workmaring. such mailers wouid have been more likely to already have cone so 
during the 20+ years that worksnaring discounts have been in effect? Please 
explain your answer. 

B. 

C. 

D. 

(A)  Please see the exampies discussed in USPS-T-22. page 19 at 13-24. In 

addition. please see PRC Op. R2000-1 at [5089]. I would note that the 

Commission has expanded the definition concerning benchmarks to include not 

only the maii most likely to convert to worksharmg, but the category current 

worksharing mail would mcst likely revert to if  the discounts aid not outweigh the 

ccsts ,ncurred by rraiiers when pefiorming worksharing activities. 

I a r ,  no; aware of a n y  s tudy :ha: has been conducted where the singular goal 

':{as to ae!errnine wny maiiers Cc. or co rlot. ensace in worksnaring ac!ivities. 

In !ne first example. it was my understanding that some covernment agencies 

, , , a t  nac no: prewously ep,caced ,n :vcrksharinE hac 3 m e d  their resources to 

2u:cnase an Optical Charac:er Reader (,OCic). Followinc :hat purchase, they 

began to prebarcode andior presort their mailings. In 

( 8 )  

IC) 
.--. 
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RESPONSES OF UNITED STATES DOSYqL SEWICE WITNESS MILLES 
TO INTERROGATORIES OF MAJOR MAILERS ASSOCIATION 

RESPONSE TO MMNUSPS-T22-61 (CONTINUED) 

the second instance. residual SinG:e-..!ece -,ai: ':2-, a 3rescrt bureau coulc na\:e 

been enlerec as a worksnaring mailing ?ac :-,E C T ~ S O T :  ?ureau been able 13 

?rebarcode andlor 2resor: rna: na i l  anc 5::il - e ~ :  :he c:itical entry time. 

As s;ateo in the response :o I.llul~.iL'S?'C-TL2-c^',Er. I am not aware of any 

studies that have been conduc:ed ,where :ne s,nguia; coai '.vas to determine why 

mailers do. or ao nor. encase in wornsnar;nc ac:ivirres. However. I have Deen 

given some indication as to wny some r r a i e r s  ~ a y  nc; engage in worksnaring 

Please see the response to MM.NUSPS-T22-i61.&? i .  In addition, an earlier 

interrogatory asked a similar question. but in the context of 10 years. Please see 

the responses to MMNUSPS-T22-16(A3) and (93). 

(D)  

This question seems to imply that :he mailing incus:ry of tobay is identical to that 

of 20 years ago. I do not believe that i t  is ioentical. First. the processing 

methods and equipment used today are completely different. The Postal Service 

did not rely on barcoding technology 20 years ago to the extent it does now. 

Second. the mail mix IS different. For example, I do not have a cell phone and 

personally receive at least one or two solicitations to purchase a cell phone each 

month.  T:wnty years ago. such solicitations would not have existed. 

Ccnsequently. I would not rake it as a given that all 5MM letters have converted 

to worksharing. 

- 
- 3 r  same tecnr,oiccicai;y socr,is;,csiec :8:ns. :he tecnnclogical sophistication of 

!ne -,ailroom can lac behind c!her operarions. One of the sources of SMM that I 

ub>c ied in one c' - y  reien: Leic visi:s is a ?a;ionally known 

:eec3rmmunica!ior.s +:rm (piease SEE tne response to hlMAfUSPS-T22-1 B). I 

was informed that this firm had a number of mail-generating ofices in the city 

sewec by the pian! I visited. but that they did 

- - - - ~  
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~. RESPONSES OF UNITED STATES POSTAL SERVICE WITNESS MILLE? 
TO INTERROGATORIES OF MAJOR MAILERS ASSOCIATION . 

RESPONSE TO MMAfUSPS-T22-61 (CONTINUED) 

no: ye! coordtna!e anc ionscl~!a;e :heir T,E;II :o :arts acban:age of wor.i.snarin: 

ciscounts. 
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RESPONSES OF UNITED STATES POSTAL SERVICE WITNESS MiLLER 

TO INTERROGATORIES OF MAJOR MAILERS ASSOCIATION 

MMNUSPS-TZ2-62 Please refer to your response to part C of in!errogatory 
MMAIUSPS-T43-19 where you discuss the cifference Ce!ween oelivery costs for EMM 
letters and metered letters. You note that :he DPS percentage for EMM letters was 
developed by you in Library Reference L'SPS LR-J-SC cil i you aid not develop a DPS 
percentace for rnerered letters. 

A. Please confirm :hat you usec meiered r?ai: e::erc as a proxy to Cerive CFX 511~1h1 
leners costs as snown on page 6 of Libra?; 3Eference USPS LR-J-60. 

Please explain what changes you wcilid rzaKe. if  any. :o your simulated mail flow 
model-ceriveb 5 M M  unit cost i f  it '.vas ilsec :c esrimare mererec mail costs 

Please confirm that. until you revisec your 2rerJareC testimony for !he first time on 
November 5 .  2001, the title on page 15 of USPS LR-J-60 was "First-class Mail 
Single-Piece Metered Letters." If you canno: confirm. piease explain. 

Please confirm that, until you revised your prepared kst imony for :he first time on 
November 5. 2001, the mail flow moce! ecrimated the unit COS: and DPS 
percentage for merered mail letters. If you cannot confirm. please explain 

5. 

C 

D. 

E. Please confirm that for BMM your model-aerrved unit cost (4.276 cents) is low by 
34% compared to your CRA-derived unit cost ( 6.477 cents). If you canno! 
confirm, please explain. 

Assuming that you confirm part E, piease explain why it is appropriate io  use the 
DPS percentage from your 5MM model. without any adjustment. as an accurate 
measure of the percent of BMM that will be DPSed in the test year. 

Please confirm that your use of the OPS percentage from your 5MM modei. to 
support your use of non-automation, mixed AADC delivery costs as a proxy for 
6MM. resulted in a reduction of automated cost savings of 1.86 cents. (Please 
see your response to interrogatory ABA&NAPM/USPS-T224). 

Please confirm that the amount of 6 M M  processed by automation vs. manual 
cZEra:!ons. as simulatec in your P-ail flow mocel. has no bearing on t he  fac: that 
you: rnocel-oerived cos; is low. if  you cannot confirm. piease explain. 

F 

e 
G 

H 

- 'n - -ase confirm that the arnom! c i  5Mhl arccessed by automation vs. manual 

c-e'a;!cns. as simuiaiea in your maii ~ C I Y  rnooe!. has no bearing on the derived 
rercenrage. If you canncr confirm. please explain. 
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RESPONSES OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF MAJOR MAlLEFiS ASSOCIATION 

RESPONSE to MMAIUSPS-T22-62: 

Please note tnat the first :hree parts of this interrosatory nave been changed from "E." 
"F ,"  and "G" to "A," "e." and "C" in orcer to avoic any ccifusicn 'wth subseauen: cans of 
the ;n?erroGaIcry that containec the sarne aesicnslion 

Confirmed. Please see US?S-T-22. Sic: ion l i l  C a 1 8  In acciticn. ?lease see 

the responses to hlMAfUSPS-T22-i2(Ej. 24iA). 33(Hi. and 56(6j. 

In orcer to aevelop a meierec ie::er r , oce I  ccs:. ri aouid 38 necessary to 

determine the percentage of nonrnachinable metered letters. the package sortin$ 

cost for metered letters, the costs for unpackaging and traying metered letters, 

the productivity impacts related to the uncackaging of metered bundles i f  that 

task is performed directly a! the feed s:ations of various equipment. and the mail 

characteristics for metered letters (percentage distribution of handwritten, 

machine printed, and prebarcoded mail pieces). 

Canfirmed. This :itle was inccrrec:. The 1 i iCSi0l  revisions corrected that error. 

Not confirmed The cost model has always represenled Bulk Metered Mail 

iZhllvl) letters. as it  did not mooel !he tasks described in the response 10 

MMNUSPS-T22-62(6) 

it can  be confirmed !hat the 6MM letters model cost estimate is 34% lower than 

:ne s u m  of :he CRA-derivec -,ail processing unit  cost estimates for the 

"woritsnarinc related proconional" cost poois that represent & metered letters. 

- 
I -E tcs: mocei on pages !5 anc 16 in USPS LR-J-EO represents BMM letters 

Consequently. the DPS percentage from that model IS the proper percentage to 

iise 



RES?ONSES OF UNITED STATES POSTAL S E W I C E  IY!ITNESS MILLES 
TO INTERROGATORIES OF MAJOR MAILERS ASSOCIATION 

RESPONSE TO MMAIUSPS-T22-62 (CONTINUED) 

Not confirmed. Delivery Point Sequencins (DPSi can only be performed on 

letters and cards mat Contain 1 '-dicit barcoces Consequently. !he amount of 

EFVlh4 letters processed in autcmalion anc rna?ua8 oDera!ions has a direct 

bear:nc on the e s h a t e d  DPS percentage. 

-- . 
-_ -̂ 

. . . __ 



RESPONSES OF UNITED STATES POSTAL SEgVICE WITNESS MILLES 
TO INTERROGATORIES OF MAJOR h1AILEZS 4SSOCIATION 

MMNUSPS-T22-63 Please refer 10 your response 10 ;n;er-;.;arc-: J..GA&NAFhi~US?%- 
T22-7 where you indicate that merered mail vachaces are LnsacKacec anc ::a)ec zy 
Postal Serwce employees at some ce ! i ven  units. You nc!e :na: .?ail processec as si lcn 
would not be consioered 9ML! when cerivinc your CRP-:asec worksnaring cas: 

A. Please confirm !ha! your CRA-serivec uni: E:.',:,: >:.cr*.sna:;ns c3s: "CE: - E : E ' E ~  

mail CRA COSIS as a aroxr !or Shlhl 

Please inaicate orec'se!) vinicn CE; ccc: c c z ' .  :i an;$.  : x i i c e s  :he ccs!s io' 
pos:al ernoloyees to iincacKace anc lrzy ~;E:E'PC T,aii a: ccs;al CE!iL'€,Y am!s 

Assuming that vour answer !o Can 3 IS :ha: sucn t;s:s are no: inciucec ,n an): 
CRA cost pool, piease confirm that !he mail s:ccaration costs for singe 3!ece 
metered mail. as m o w n  in MODS 17 1CANCMPP. are understated. ! f  no.  aiease 
explain. 

If no ;lease sxciain 

6 .  

C.  

RESPONSE: 
(A) Confirmed. Piease see USPS-T-22. Section Ill C :.a.ii. In acaition. ?lease see 

the responses lo MMAjUSPS-T22-22iE). i.t(A.1. 3 3 l H j .  56iB). and 6 2 ( A i  

(B)  By definition. in-office Delivery Unit cosls WouIa be classified as "deliverj" costs. 

Consequently there is nc ca l l  processing c x ;  3001 represenring !his r a w  

(C) Not confirmed Tne CRA mail processing unit cost estimate for metered letters 

resresents the ccsts 'or Drocessinc me:ered iette's #n !ne current marl crocessing 

environment 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

MMA/USPS-T22-66 Please refer to your response to Interrogatory M M N U S P S -  
T22-45 There you referred to your EMM questionnaire. particularly question 4,  
that asked how BMM was accepted 

(I, 

A. Please provide the specific answers for each respondent that answered this 
question. 

5.  Please explain how 6MM IS accepted if SUCR mail mmes  in from associated 
offices or is "collected." 

C. Did you obtain volumes associated with each of !he 6MM acceptance 
methods? If so, please provide those volume figures. If not. why not? 

D. Did YOU obtain BMM volumes as part of your survey? If so, please provide 
those volume figures. If not, why not? 

E. Please refer to page 4 of your Rebuttal Testimony, USPS-RT-15, in Docket 
No. R2000-1 where you testified that almost 51% of all metered mail 
bypassed M O D S  operation 020 and went directly to M O D S  operation 0208. 

1. Please confirm that metered mail trayed either by postal employees or 
by mailers will make up the 51% of metered mail that bypasses the 
M O D S  020 operation. If no, please fully explain. 

2. Do you believe that 51% is an appropriate estimate of the amount of 
metered mail that bypasses the M O D S  020 operation in this case? If 
not, please explain and provide an  appropriate estimate. 

3. Please confirm that neither you nor the Postal Service as an  institution 
knows what portion of :he metered mail that bypasses the M O D S  020 
operation is comprised of BMM that is brought to post of ices in trays 
that have been prepared by mailers. If no, please explain and provide 
the portion comprised of BMM. 

4 .  Please confirm that neither you nor the Postal Service as an institution 
have ever studied. and therefore cannot provide an opinion, as to what 
portion of the metered mail that bypasses the M O D S  020 operation is 
comprised of BMM. If no. please explain and provide what portion is 
comprised of BMM. 

5 . '  Please confirm that it is possible, in fact probable. that, of the amount 
of metered mail that bypasses the MODS 020 operation, less than 
10% is BMM. If you cannot confirm, please explain and provide the 
percentage of metered mail bypassing the M O D S  020 operation that is 
BMM. 

-, 
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_. - RESPOF-ISE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 

INTERROGATORIES OF THE MAJOR MAILERS-ASSOCIATION -- 

RESPONSE TO MMNUSPS-T22-66 (CONTINUED) 

6 Please confirm that it IS oossible in fact orobable that t h e  amount of 
metered mail that bypasses the MODS 020 operation that is 
comprised of BMM is less than 5 %  If you cannot confirm. please 
explain. 

7. Piease explain any and all differences. in terms of (1) mail processing 
characteristics and (2) de!ivery cost cp,aracteristlcs. between B M M  and 
other metered mail that is frayed by postai service employees such 
that it can bypass the MODS 020 omration 

RESPONSE: 

These data are summarized in USPS LR-J-155. 

In USPS LR-J-155, the use of the terms "collection" or ''collected'' referred 

to BMM letters that were submitted to a plant with collection mail. This 

entry method would cover those mailers that submitted trays of BMM 

letters to a nearby Delivery Unit, rather than submitting the mail directly to 

the plant. That mail would be brought to a plant with other collection mail 

from t h e  Delivery Unit. 

Please see t h e  response to MMA/USPS-T22-13(Cl). 

Please see the response to MMAiUSPS-T22-13(Cl). 

It can be confirmed that this was true in FY 1999. 

T h e  meter belt bypass volume for FY 2000 is nearly identical to that 

shown for FYlO99 in Docket No. R2000-1 (please see Tr. 45il9649). The 

MCDS meter belt volume. however, has increased. Consequently, the 

percentages have changed. The FY 2000 MODS volumes are as follows: 

Percent 
L__ 

MODS OP No Ooeratton Volume 
C2OB Meter Selt Bypass 14 588 876 800 41 4% 
620 Meter Eeit 20 688.319 400 58 6% 

It can be confirmed that the exact percentage of 0208 mail that is 

comprised of BMM letters IS unknown. 
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RESPONSE OE UNITED STATES POSTAL SERVICE WITNESS MILLER TO 

INTERROGATORIES OF THE MAJOR M~RS-A-SSOCIATION -~ 

RESPONSE TO MMAIUSPS-T22-66 

(E4) Confirmed To the best of my knowledge no stuoies have been 

conducted to determrne the exac! percentage 

(€5) Not confirmed. I confirm in the rescc?sE :3 MMNUSPS-T22-6S(E4) that 

no studies have been conducted I also canfirm in the response to 

MMNUSPS-T22-EG(EJ) that the exac: percentage is unKnown 

( E 5 )  Please see the response to MMA/US?S-T2266iE5) 

(E7) My understanding is that BMM letters are machinable, metered mail 

pieces that have "clean" machinable addresses BMM letters are not 
prebarcoded and are already :rayed when they enter postai facilities 

4, 

Metered letters, in general, are not trayed and are often bundled. They 

can contain machine printed addresses, handwritten addresses, or can be 

prebarcoded. Metered letters are not necessarily machinable. Some of 

the metered bundles described above are unpackaged, faced, and trayed 

by postal employees at Delivery Units according to local agreements 

made with the plant. In addition, please see the response to MMNUSPS- 

T22-62 (8).  
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;PONSE OEUNlJED-STAT_ES POSTAL-SERVICE WITNESS MILLER TO 

IUSPS-T22-67 Please refer to your response to Interrogatory MMNUSPS- 
16 which discusses the BMM mailings that you observed during your field 
wations to see if BMM existed. 

INTERROGATORIES OF THE MAJOR KLE~SAS-SOCETION- ~- 

Part A you indicate that the statements provided in Attachment 5 as part of 
)ur response to Interrogatory MMNUSPST22-15 originated from a presort 
Jreau's residual mail. and that the mailer did not have access to either the 
CR system or the RBCS. Please explain how mailers would have access to 
ther the RCR system or RBCS. and how sucn mailers utilize access to such 
/stems 

I Part B you were asked how the postage was paid on these mailings. You 
ated that the postage statements are printouts from the PERMIT system. 
/as the postage paid by meter imprint or permit imprint? 

your answer to Part 8 is permit imprint. please explain the relevance of this 
iailing to your use of BMM as the benchmark for measuring workshare cost 
wings. 

lease confirm that this mail would be provided to the Postal Service in the 
xact same manner, including being loaded by nonpostal employees as 
:ated in your response to Part G. if that presort bureau went out of business. 
or purposes of this question, assume that the Automation discounts were so 
IW that no other presort bureaus were available as an alternative. Please 
xplain your answer. 

Jhen the mail was unloaded from the trucks by postal personnel. as you 
ientioned in your response to Part G. was the mail packed in trays and 
laded onto pallets or rolling stock? 

PONSE: 

It is my understanding that some mailers do have access to the Remote 

Ear Coding System (RBCS) I believe the Remote Computer Read (RCR) 

system is proprietary I was simply stating a fact related to this specific 

oresort bureau in my response to MMNUSPS-T22-15(A) 

The mail pieces were metered by the presort bureau customers at the 3- 
digit automation presort letters rate. The bureau adjusted the postage 

paid by its clients based on whether it was able to prebarcode andlor 
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INTETRTGATORIES-OF THE-MAJOR MATERS-ASSOCIATION ~ ~ 

RESPONSE TO MMNUSPS-T22-67 (CONTINUED) 

presort that mail It IS my understanding that the postage the bureau paid 

to the Postal Service was paid using the PERMIT system 

(C) In my testimony. I stated that the survey I czncucted indicated that 6MM 

letters. as defined by the Commission e m r e d  postal facilities in two ways 

(please see USPS-T-22, paae - 19. at 3-6)  I will leave it to the 

Commission to determine whether they feel this mail falls under tne 

umbreila of "BMM letters." I would ais0 point out. however, that i f  this mail 

had not been submitted to 2 presort bureau i t  IS pcssible that it would 

have been entered at a postal facility as BMM letters using the methods 

described in USPS-T-22, page 19 at 7 - 1 2  

(D) I don't understand this question as presented. 

(E) The mail was already trayed and loaded into rolling stock 

, 
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MMA/USPS-T22-68 Please refer to your response to Part B of Interrogatory 
MMA/USPS-T2247. You were asked to define "normal collection procedures 
for mail that originated through a business but was sent through a presort 
bureau. You failed to answer this question. 

A. Please confirm :hat you do not know how this mail, collected by a presort 
bureau from local firms. would have been entered into the Postal Service. If 
no, please explain. 

5. Please confirm that this mai! would most likeiy not be brought ~n trays to the 
Postal Service for postage acceprance 3nc vei:rication. If you cannot 
confirm, please explain. 

t 

C. Please confirm that if this mail had not been brought to the Postal Service :n 
trays for postage acceptance and verification. it most likely would have be?n 
accepted by a window service clerk. If you cannot confirm, please explain. 

RESPONSE: 

Confirmed I interpreted the original question as referring to pos:ai 

collection procedures 

It can be confirmed that this mail would no! require acceptance and 

verification. 

I cannot confirm that it would not be submitted to the Postal Service 

directly as BMM letters in trays. 

However, based on my response to MMAIUSPS-T22-68(A). 

Not confirmed. Please see my response to MMAIUSPS-T22-33(8). 
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INTERROGATORIESOFTHE~ MAJOR-.MAICERS~  ASSOCIATION-^-- 

MMNUSPS-T22-69 Please refer to your responses to Pans A ,  B. E and.F of 
Interrogatory MMNUSPS-T22-49. There you were asked several questions 
regarding your derived BMM unit delivery cost used in your derivation of savings 
due to worksharing. 

A. You seem to conclude that using ncn-automaticn. machinable mixed AADC 
letters as a proxy for estimating EMM delivery xs:s is reasonable because i t  
is the best data available. Is that a fair sta:e-ent of your position? If not 
please explain what your position is. 

5. Please explain the differences if any. ke!:veer. BMM and nowautomatior, 
machinable mixed AADC letters. insofar as aeiivery cost incurrence is 
concerned. 

C. Please explain the differences. if any. between E M M  and single piece 
metered letters, insofar as delivery cost incurrence is concerned. 

D. Please explain the differences, if any, between BMM and single piece First 
Class letters, insofar as delivery cost incurrence is concerned. 

E. Please explain the differences. if any, between BMM and single piece First 
Class machinable letters, insofar as delivery cost incurrence is concerned. 

F. Please explain how, if at all, the manner in which metered mail letters are 
provided to the Postal Service (bulk or single piece) will affect delivery costs 

G. Please explain how. if at all, the manner in which machinable letters is 
provided to the Postal Service (bulk or single piece) will affect delivery costs. 

H. Please confirm that the test year after rates Automation letter volume is 
47.023 billion pieces. If no, please provide the correct volume figure. 
(Please refer to your response to Part E where you erroneously confirmed the 
fioure !o be 47 743 billion. which includes automated flats.) 

Please confirm that your assumption concerning BMM delivery costs reduced 
cctentia! workshare savings by ,0185 x 47.023 billion or Sa70 million. If you 
do not agree. then please provide the correct amount, and explain the  reason 
for such correction. (Please refer to your response to Part F where you failed 
IC ccr,firm a similar question because non-automarion presort letters. which 
are not part of the automation letter volume. somehow was relevant to your 
answer. You also failed to provide the requested correct estimate of the 
amount of cost savings poten!ially affected by your proposed modification to 
estimating BMM costs ). 
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RESPONSE TO MMAIUSPS-T22-69 (CONTINUED) 

(A) In absence of an actual BMM letters unit delivery cost I use the deliverv 

cost for nonautornation machinable mixed M D C  letters aue to the 

sirniiarities in mail piece characterrshcs and processins methods 

associated with both caregories 

(5) The Delivery Point Sequencina tDPS) percentages found in my cost 

models are the only aspec? of my testimony that reiates to delivery ilnit 

cost calculations, Please see the respcnse to MMNUSPST22-1 GiBi 

(C) See the response to MMAIUSPS-T22-69(B) In addition a cost mocel 

has not been developed for First-class single-piece metered letters 

Consequently, a DPS percentage for all metered Ieners is not available 

(D) See the response to MMNUSPS-T22-69(6) In addition. a cost rnoael 

has not been developed for all First-class single-piece letters 

Consequently, a DPS percentage for that category IS not available 

(E) See the response to  MMNUSPS-T22-&9(B). In addition. a cost model 

has not been developed for all First-Class single-piece machinable letters 

Consequently. a DPS percentage for that catecjory is not available. 

(F) Please see the response to MMA/USPS-T22-69(B) 

( G )  Please see the response to rYlMAiUSPS-T22-63(E) 

>lease see the response IC MMNUSPS-T2249(Ej 

d, 
(I) I can confirm that S 0 0185 multiplied by 4.023 billion is equal to $870 

rni!iion. I feei. however, that my response to MMA/USPS-T22-49(F) 



- ~-~ RESPONSE OLUNITED STAT&S_POSTALSERVICE WITNESS MILLER TO 
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R E S P O N S E  TO MMAIUSPS-T22-69 (CONTINUED) ? 
adeouateiy answered thls rnterrogatory in the  conten mat this figure 
should be viewed a s  worksharrng relatec savincs 
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MMNUSPS-T22-72 Please refer to your responses to Part H 4 and H 5 of 
Interrogatory MMNUSPS-T22-49. There you confirmed the questions posed to 
you, but adjusted the numbers to reflect revisions you had made in your 
testimony. 

A. In your response to Part H 4 you stated that. mathematically, the BMM unit 
costs would increase from 4.276 cents to 4 280 cents, had you assumed in 
your models that all 10,000 were prebarcoaed and able to bypass the R X S  
The original question asked you to confirm that !he resulting BMM unit cost 
would become 4.630 cents. Please confirm that by using your revised BMM 
model. if the entry point for all 10,000 pieces is "OUT PRIM AUTO" rather 
than "OUT ISS RCR". then the resulting BMM unit cost IS 4.280 cents and not 
4.630 cents. If you can confirm, please explain exactly how you computed 
the resulting unit cost of 4.280 cents. 

B. In your response to Part H 5 you stared that, mathematically. the BMM DPS 
percentage would decrease from 75.73% to 73.76%, had you assumed in 
your models that all 10,000 were prebarcoded and able to bypass the RBCS. 
The original question asked you to confirm that the resulting BMM DPS 
percentage would become 72.97%. Please confirm that by using your 
revised BMM model, if the entry point for all 10,000 pieces is "OUT PRIM 
AUTO" rather than "OUT ISS RCR", then the resulting BMM DPS percentage 
is 73.76% and not 72.97%. If you can confirm, please explain exactly how 
your computed the resulting DPS percentage of 73.76%. 

C. Please explain in detail how, if at all, your revisions affec?ed operations not 
included as part of the RBCS. 

t '  

RESPONSE: 

(A) Not confirmed. Prebarcoded mail pieces that are not FIM mail pieces 

isolated by the Advanced Facer Canceler System Input Sub  System 

(AFCS-ISS) would be processed on the automation outgoing secondary 

cperarion. not the au!omation outgoins primary operation. This change 

would result in a model cost of 4.280 cents. However, the cost models 

are not intended for such anaiyses, as explained in the response to 

LlM&USPS-T22-38( K). 
( 6 )  Not confirmed. Prebarcoded mail pieces that are not FIM mail pieces 

isolated by the Advanced Facer Canceler System Input Sub System 

(AFCS-ISS) would be processed 02 the automation outgoing secondary 

cperation. not the automation outgoing primary operation. Such a 
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RESPONSE TO MMNUSPS-T22-72 (CONTINUED) 

change, would result in a DPS percentage of 7 3  76 percent. However, 

the cost models are not intended for such analyses. as explained In the 

resconse to MMAIUSPS-T22-38(Ki 

( C ;  if msii pieces required RBCS processins the  revisions I made would 

affect the volumes of mail flowing to specific cowns:ream operations. were 

such operations included in a given CCSI stuoy 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

MMNUSPS-T22-73 Please refer to your response to Part H6 of Interrogatory 
MMA/USPS-T2249 There you failed to confirm that applycng the C R A  
proportional adjustment factory IS unrelated to your model-derived DPS 
percentage You explain that revisions to your moael-aerived unit costs affect 
both your CRA adjustment factors as well as the aerived DPS percentages. 
That was not the question posed to you. 

A Please confirm that as shown in Column 11 on page 4 of Library Reference 
USPS-LR-J-60 (Revised 11/14/01) you apply the CRA aojustment facrors to 
the model-derived unit costs after the model aerived unit costs are comouteo 

B. Please confirm that application of your CXA prcponional adjustment factor to 
the model-derived unit costs is designed to compensate for the use of 
aggregated data and reconciles the model-derived unit costs to the CRA- 
derived unit cost. If you cannot confirm, please explain. 

C. Please explain precisely how, if at all. application of your CRA proportional 
adjustment factor to the model-derived unit costs impacts the model-derived 
DPS factor. 

D. Does application of your CRA proportional adjustment factor to the moael- 
derived unit costs compensate, in any way, for the use of aggregate data or 
any other possible infirmity. on the derived DPS percentage? If yes. please 
explain your answer. 

E. Were the model-derived DPS percentages, which you provided to USPS 
witness Schenk, modified in any way, because of application of the CRA 
proportional adjustment factors, the model-derived unit costs were modified? 
If yes, please explain how the DPS percentages were so modified. 

RESPONSE: 

(A) Confirmed 

(8) It can be confirmed that this IS one reason that CFL4 adjustment factors 

are applied. Please see the :esFor?se to KEiUSPS-T22-8(F). 

The CRA proportional adjustment factors and DPS percentages are not 

csmpietely independent because the specific values for both statistics in a 

y e n  cost study are aependent on the data inputs used to develop that 

cost study 

The use of average data would affect both the CRA proportional 

adjustment factors as well as the DPS percentages in a given cost study. 

( C )  

(D) 

(Ej No. 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

MMNUSPS-T22-74 Please refer to your response to Part H 1 of Interrogatory 
MMAIUSPST2249 There you refer to your response to Part 0 of Interrogatory 
MMNUSPS-T-22-43 That interrogatory only Goes up to Pan 6 Please provide 
the proper reference for your answer 

RESPONSE: 

The resporse to MMA/USPS-T;XG?iP' CIC Po; -ererEr?ce blMNUSPS-T22- 

43(0) The response staled 

Confirmed. However. 6MM letters ana nonautoma:ion machinable 
mixed AADC presort letters foilcw Iden:ical processins paths. If  the 
amount of BMM letters processed on automation were overstated. 
then the amount of nonauomation machinaole mixed AADC 
presort letters processed on automation would also be overstated. 

-------- -- ~ 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

MMAlUSPST22-75 Please refer to your response to Part A of Interrogarory ' 
MMNUSPS-Ti2-54. Your general answer to the question is "not necessarily" 
By that do you mean to say generally yes. but that you can think of some 
exceptions? If that IS not the case, piease explain precisely whal you mean cy 
"not necessarily." 

RESPONSE: 

The response to MMNUSPS-T;;-54(Aj aid nc! sirrpiy Sate "not necessariiy 

The response indicated that mailers are free :s cyance :heir specific mail 3iece 

designs after making the decision tc presort anaicr precarcoaing their maiiincs 

Postal Service equipment can acccrnmccate a cecain amount of variation in 

mail piece design (e.g.. barcoaes can be located in :he lowe' ncht hand cxne!  

below the address btock. or above the address block). Cor.seauently, a rnaiiei 

would be free to change the design of their mail pieces, within limits 

e -' 

B 

0 
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MMA/USPS-T43-19 Please refer to your response to Par; H of Interrogatory 
MMA/USPS-T43-8. 

A. Please confirm that BMM letters have no prerecruisite requirements or 
regulations that require them to be rnacnnarie. yet the Postal Service 
estimates that DPS percentage fer BMM letters is vinually the same as ~ O P -  
automation machinabie letters. automation mixed PSIDC. automation M D C  
anc automation 3-Digit letters if ~ O L .  cannc! czn'irm. please explain. 

Please confirm that BMM letters have no prerecuisite reouirements or 
reguiations that require the addresses to De complete. reliabie. machine 
readable and up-to-date. yet the Postal Sewice estirna!es that the delivery 
cost for BMM letters is virtually the same as automation mixed M D C .  
automation AADC, and automation 3Digit letters. I f  you cannot confirm. 
please explain. 

Please explain if .  and to what extent, BMM letters and metered letters have 
different delivery characteristics in terms of (1) DPS percentage and (2) 
percent of letters delivered to  a post office box. Please support you answer. 

B. 

C .  

RESPONSE: 8 
(A) Confirmed. Bulk Metered Mail (BMM) letters do not have any specific 

machinability requirements listed in the Domestic Mail Manual (DMM), 
other than those !hat apply to ail letters. Given that these mail pieces are 

considered to be those that are most likely to convert to worksharing, 

however. it has generally been understood that these mail pieces are 

machinabie mail pieces. 

4, 

(E\ Confirmed. Bulk Metered Mail ( B M M )  letters do not have any formal 

am:f_cs readability recuirements listed in t h e  Domestic Mail Manual 

IDMM). Given that these mail pieces are considered to be those that are 

most likely to  convert to worksharing, however, it has generally been 

understood that these mail pieces are "clean" that are not likely to cause 

problems when processed through the Remote Bar Coding System 

(RBCS). 
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RESPONSE TO MMA/USPS-T43-19 (CONTINUED) 

(C) Tne DPS p e r c e x a a e  fcr Q M M  le!ters cap LE found in USPS LR-J-EC on 

page 15. A DPS Fercer,tage for all m e w e d  leners h a s  not b e e n  

calcuiated b e c a u s e  a msi model for ail metered Jetters h a s  not been 

developed.  

The percentage of post cfficf box aocresses for al! mewed letters could 

be  higher than that for EPJlhl letrers as some metered letters are Courlesy 

Reply Mail (CRM) pieces that  are often a c d r e s s e d  to a post office box 

Hcwever I a m  nc: aware of a n y  ar;alysis !hat has attempted to measure 

t h e s e  percentages 
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TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 8 QUESTION 11 

Question 11 This item addresses mail processing cost for Standard 3/5-digit 
nonautomation letters. USPS LR-J-162 shows a mail processing worksharing- 
related cost of 8.257 cents. (See File: Standard.xls. Sheet: Letters Summary. 
Cell: E18) The comparable figure from Docket No. 2000-1 is 4.516 cents (See 
USPS-J-162. File: appiii. Sheet: DEAVGD NONAUTO UNIT COST, Cell: F45). 
The figure from the current case is nearly double that of the previous case and 
has substantially increased the cost differential between 3i5-digit nonautomation 
letters and 3-digit automation letters (the cost for this latter category has 
remained roughly constant). The referenced cost difierential is used in the 
design of Regular and Nonprofit rates. Please discuss the reason(s) for the 
increase in this cost, whether the increase is reasonable. prospective changes in 
the cost differential, and the ramifications for rate design in the current rate case 
and prospectively. 

PARTIAL RESPONSE: 

In this docket, the nonautornation 3/5-digit presort letters worksharing related 

mail processing unit cost estimate can be found in USPS LR-J-60, page 56, cell 

E18. The figure cited above (8.257 cents), however, was taken from USPS LR- 
J-60 as filed on September 24, 2001. This library reference was subsequently 

revised on both November 5.2001 and November 15,2001. Consequently, the 

nonautomation 3/5-digit presort letters worksharing related mail processing unit 

cost estimate is now 8.386 cents. 

D u e  to the passage of Public Law 106-384, this figure represents the aggregate 

costs for both Standard Mail Regular and Standard Mail Nonprofit nonautomation 

3-digiV5-digit presort letters. In Docket No. R2000-1, separate costs were 

provided for both the Standard Mail Regular and Standard Mail Nonprofit rate 

categories. Consequently, the 8.386-cent figure is not directly comparable to any 

figure found in Docket No. R2000-1 

The Docket No. R2000-1 figure cited above (4.516 cents) was taken from USPS 

LR-1-162 and represents the nonautomation 315-digit presort letters worksharing 

related mail processing unit cost estimate for Standard Mail Nonprofit only. The 

unit cost estimate for the corresponding Standard Mail Regular rate category was 

6.541 cents. 



562.; 
RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 

TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 8 QUESTION 1 1  

PARTIAL RESPONSE TO POlR NO. QUESTION I 1  (CONTINUED) 

Furthermore, the Docket No. R2000-1 figures found in USPS LR-1-162 were 

estimates filed as part of the Postai Service's direct case. These figures relied r,n 

CRA mail processing unit cost estimates that were calculated using the "Base 

Year 98" methodology for sepaiating nonautomation presort letters and 

automation presort letters costs. In response to Order No. 1294. the Pos:ai 

Service ais0 developed cost estimates that weie calculated using the "Base Year 

99" methodology for separating nonautornation presori letters and automation 

presort letters costs. These estimates can be found in USPS LR-1-467. The 

Base Year 99 methodology results in higher nonautomation presort letters unit 

cost estimates when compared to the Base Year 1998 methodology. In addition. 

the Postal Service relied upon the Base Year 59 methodoiogy in developing its 

direct case in the instant proceeding. 

In summary. the figures cited in question 11 are not directly comparable due to 

the fact that the Standard Mail costs have been aggregated in this docket. In 
addition, the worksharing related mail processing unit cost estimates for 

nonautomation 3/5-digit presort letters from Docket Nos. R2001-1 and R2000-1 
can be obtained from USPS LR-J-60 and USPS LR-1367. respectively. These 

estimates are shown below: 

Docket Nc Cast Estimate Source 

R20C 1-1 8.386 Cents (All Std) USPS Lii-J-60 (Res 11/15i01) 

1 2  COC - 0 551 Cents ,Std i ieg)  USPS LR-1167 

22ooc-1 5 164 Cents (Std NP) USPS LR-I467 

For a oiscussion of potential rate design implications, see the response of 

witness Moeller to this question 

2 
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OFFICER'S INFORMATION REQUEST NO. 9. QUESTION 3 

3. Please show the derivation of the percentage of non-machinable letter mail 
used in Witness Moeller's rate design workpapers for Regular subclass and 
Nonprofit subclass. The figures for Regular subclass are contained in LR-J-132.  
File USPSLR132-WP1, page E. Lines 7 and 8 (Basic= 26.30°0 and 35-D ig ik  
25.02%). The figures for Nonprofit subclass are contained in LR-J-132. File 
USPSLR132-WP2. page E. Lines 7 and 8 (Bas)?= 37.52"o and M-Dig i t=  
40.5106). Please incluae the source for each figure u s 4  in the derivation. 

RESPONSE: 

- The percentage of non-machinao,e Standarc -f;;,a- ?onautomalion basic 

presort letters (26 39 percent) was aerived usifis caia fcund in USPS LR-J-5C on 

page 87 The caicuiation was performed using thE cell reTerences shown beiow 

The percentage of non-machinable Standard Regular nonaulomation 3,5 digit 

presort letters (25.02 percent) was derived usincj data found in USPS LR-J-60 on 

page 87. The calculation was performed using the cell references shown below 

The percentage of non-machinable Standard Nonprofit nonautomation basic 

presort letters (37 E2 percent) was derived using data found in USPS LR-J-60 on 

page E6 The calculation was performed using the cell references shown below 

i FSO-FjL'68-F;2\ (E 16-E' 0-E32-E35-EZ5iE41 -EjE+E62-E65+E70) 

The percentage of non-machinable Stadard Nonprofit nonautornation 315 digit 

c rZs5 r .  l i t ters  1,4C.5: percent) tvzs aerived using Cats found in USPS LR-J-EO on 
page 85. I ne calculation was pecormed using :he cell references shown below. - ,  

(F51 -FISr (EiO-ElZ-E25-E22-E49+€53) 
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56'8 
RESPONSE OF U.S. POSTAL SERVICE WITNESS MOELLER TO PfiESlDlNG 

OFFICER'S INFORMATION REQUEST NO. 8. QUESTION 8 

8. Witness Moeller's Exhibit USPS-28B shows TYAR revenues of S1 1.037.577 
far Standard Mail Regular Subclass and S1,669.064 for Nonprofit subclass. The 
total for these two subclasses is shown as S12.706.841. The source for !hese 
figures, USPS-T-32. p.28. contains only the total for ihe two subclasses anc i t  IS 

shown as 512.71 1,544. LR-J-132, WP 1, page W .  the source for USPS-T-32. 
p.28. shows TYAR revenues of S11.042.480 for Standard Mail Regular Suoc;azs 
and 51.683.063 for Nonprofit subclass. The total fcr these two subclasses IS 

shown as 512.71 1.543. The figures are summarized below (Amounts in 
Thousandsi: 

Exhibit USPS-T-32 LR-J-132 

11) 121 ( 3 )  
Subclass USPS-28A P2ce 28 W P 1  o w  

Regular S l l  037.577 $1 1,042 480 

Nonprofit S 1,669,064 S 7 660 063 

Total S12,706 641 s12 711 544 S12.711 543 

Please reconcile the differences and provide revised exhibits. testimony, and 
library references as necessary. 

RES P 0 NSE: 

The necessary revisions were filed on January 11. 2002. The revisions include a 

revised response to POiR #2, Ouestion 6, as well as revised Exhibits USPS-28B 

and USPS-28E. and minor changes to the text of USPS-T-28. as I discussed 

when I appeared before the Commission on that date. See Tr. Vol. 3, pages 

2497-98. 
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INFORMATION REQUEST NO. 8 

Question 11 This item addresses mail processing cost for Standard 3./5-digil 
nonautornation letters. USPS LR-J-162 shows a mail processing worksharing- 
related cost of 8.257 cents. (See File: Standard.xls. Sheet: Letters Summary. 
Cell: E18) The comparable figure from Docket No. 2000-1 is 4.516 cenls (See 
USPS-J-162, File: appiii. Sheet: DEAVGD NONAUTO UNIT COST, Cell: i451 .  
The figure from the currerV case is nearly doubie that of the previous case and 
has substantially increased the cost differential between 35d ig1 t  nonautomalior: 
letters and 3-digit automation letters (the cost for this latter category has 
remained roughly cons:ant). The referenced ccs: jifferential is used in the 
design of Regular and Nonprofit rates. Please discuss the reason(s) fcr tne 
increase in this cost. whether the increase IS reasonable. prospective changes in 
the cost differential. and the ramifications for ra;e design in the current rate case 
and prospectively. 

PARTIAL RESPONSE: 

Based on witness Miller's partial response, I add the following observations 

Since the cited costs are not directly comparanie. as explained in witness Miller's 

response, the ramifications on rate design are unclear, if there are indeed 

ramifications, Please note that I address lhe issue of cost differentials with 

respect lo 3-digit automation. and how they might vary depending on the 

benchmark used. (USPS-T-32 at 14, lines 4-14) 
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REVISED RESPONSE OF UNITED STATES POSTAL SEiiVlCE WITNESS MOELLER 
TO PRESIDING OFFICER'S INFORMATION REQUEST NO 2. QUESTION 6 

Revised 111 112001 

6. 
USPS-2%. that show for each mail category and special service the following StatiStiCS 
and !neir source: (aj mail volume. (b )  postage. I C )  fees. id )  total revenue. and lei 
revenue per piece. The requested worKpapers snoula nave a similar structure as :he 
workpapers submitted by Postal Service witness Mayes in support of her Exhlbits 
USPS-32A. USPS-325 and USPS-32C in Docket No. 32000-1 (See response to POIR 
No. 1:3 in Docket No. R2000-1). 

Please provide workpapers. in supporl of Exhibits USPS-28A. USPS-28E ana 

RESPONSE: 

The attached pages include the revenue data incorporated into Exh!brts USPS-28A 

USPS-28B. and USPS-28C. in the same format and detail presented by witness Mayes 

in her response io POlR No. 1, Question 4 .  in Docket No. WOOO-1. Pages 1-2 O f  the 

attachment correspond to Exhibit USPS-28A; pages 3 4  correspond to Exhibit USPS- 

288. pages 5-6 correspond to the FY2002 figures presented in Exhibit USPS-28C; page 

7-8 correspond to the FY2001 figures presented in USPS-28C. The volume figures are 

from :he Eefore and After Rates volume forecasts (USPS-LR-J-125. Table 125-1. and 

Table i25-2).  and USPS-LR-J-109. W?-3. WP-4. WP-7. WP-IO. 
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FURTHER REVISED RESPONSE OF 
UNITED STATES POSTAL SERVICE WITNESS ROBINSON 

TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 4 

POlR 4. Question 6 

OCNUSPS-63-c requests Base Year and Test Year volume for letter shaoec 
mail separated for manual processing. The response, filed on October 25. 
provides "Base Year volumes [that] include onlv the pieces assessed the 
Nonstandard Surcharge based on the current oefinition. and the Test Year Afrer 
Rates volumes include an estimate of the additional pieces meeting the proposec 
nonrnachineable definition." Please provide. by subclass, the volume of lener 
shaped mail separated for manual processing that does not satisfy these 
definitions. For example, First-class letters greater ?han one ounce would seem 
to fall into this category. Also, please confirm that the requested information 
when added to the information provided in response to OCNUSPS-63-c provides 
the total volumes manually processed. 

RESPONSE: 

The Postal Service cannot estimate the total volume of First-Class Mail. 
letter-shaped pieces weighing over one ounce that would be manually processed 
in the rest-year-after-rates. The description below outlines the available data cn 
volumes subject to the proposed nonmachinable surcharge by rate category. 
shape, and weight'. 
Sinole-Piece Rate Cateoorv 

For single-piece First-class Mail weighing one ounce or less. the 
estimated volume in the test-year-after-rates that would pay the nonrnachinable 
surchsrge equals 
( l l  tne sinale-piece vclurne w e i p n g  one ounce or less ?nat meets the current 

ionstancard ceiiniric? 

All ca!a :n incusancs of ziece5 
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Revised: 2/15/2002 

FURTHER REVISED RESPONSE OF 
UNITED STATES POSTAL SERVICE WITNESS ROBINSON 

TO PRESIDING OFFICER'S INFORMATION REQUEST NO 4 

Response to POlR 4. Question 6 (paqe 2 of 5 )  

319:iEO flat-shaped ICI  = (a)'GNOC Cat srare from USE-LR-J-112 
td i  = (a)'Gr/OC Farce snare from LISPS-LR-J-112 39.625 parcel-shaped 

the single-piece volume weighing one ounce or less that would pay :ne 
proposed nonmachinable surcharge because of :he expansion of the 
definition (527,592 pieces = 942.633 total nonmachinable USPS-T29. Ati. 
C at i .  col. (3)(e) less 415.041 nonstandard pieces in (I) above). All of the 
pieces that will pay the nonmachinable surcharge because of the 
expanded definition are letter-shaped. See proposed DMCS §232(c). 
The process used to derive the estimated single-plece volume IS shown at 
USPS-T-2S. Attachment f at 3. The Postal Service has no estimates of 
the volume of single-piece mail for which manual processing requests are 
made. 

(ii) 

Therefore. the estimated total volume of single-piece First-class Mail to which 
the proposed nonmachinable surcharge would apply is 942.633 (= 583.126 letter- 
shaped + 319.880 flat-shaped + 39.625 parcel-shaped). All of these pieces. by 
definition. weigh one ounce or less. 

Because there is no rate element comparable to the current nonstandard 
surcharge for single-piece. First-Class Mail weighing more than one ounce. the 
Postal Service does not have data that allows it to count the pieces with physical 
characteristics similar to those of pieces weighing one ounce or less thaf are 
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Revised: 2!15i2002 

FURTHER REVISED RESPONSE OF 
UNITED STATES POSTAL SERVICE WITNESS ROBINSON 

TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 4 

Response to POlR 4. Question 6 (paqe 3 of 51 

subject to the nonstandard surcharge. The Posta' Sewice also does not have 
data on the volume of First-class Mail for whicn manual processing IS r e m e s t s  
Nonautomation Presort Rate Cateqov 

the estimated volume In the test-year-afier-rates tna: would pav the 
nonmachinable surcharge equals 
(i) 

For Nonautomation Presort First-class Mail wecgning one ounce or less, 

the nonautomatfon preson volume weignina one ounce or less tha! mee:s 
the current nonstandard definition 

Nonautomation Presort Source: 
37,900 current nonstandard (a\=[USiS-T-ZB. AtLC a1 1 coiZcJj /lJSiS-T-25. Art. C 

al 1 coIZ(r)] '(USiS-T-20. An C at i mi (3)(f) 
(b) = (aYGFYOO lener snare from LJSPS-LR-J-i :2 12,745 lefler-shaped 

19,951 flat-shaped (c) = (a)'GFYOO fiat share from USPS-LR-J-1 12 
(dj = (al'GFYOO parcel share from LJSPS-LR-J-: 12 5.203 parcel-shaped 

the Nonautomation Preson volume weighing one ounce or less ;?a! i v o u ! ~  
pay the proposeo nonmachinable surcharge Decause of !he expansicn c: 
the definition (837.240 pieces = 875,140 total nonmachinable !JS?S-T;S. 
Att C at 1 col. (3) ( j )  less 39.700 nonstandard pieces in (i) above). All of 
the cieces that will pay the nonmachinable surcharge because of t h e  
expanded definition are letter-shaped. See proposed DMCS 5232jc). 
Tne Postal Service has no estimate of the number of Nonautornation 
Presort pieces ior wnich manual orocessina !s recluested However. :he 
mail characrerisiics o a a  usec !o estimate the number of oieces of that are 

( i i )  



Revised: 2/15/2002 

FURTHER REVISED RESPONSE OF 
UNITED STATES POSTAL SERVICE WITNESS ROBINSON 

TO PRESIDING OFFICER'S INFORMATION REQUEST  NO^ 4 

ResDonse to POlR 4. Question 6 ( p a w  4 of 5) 

physically nonmachinable may be slight!v overs:ated and thereiore can 5e  
assumed to account. in part. for manual processing reques1s.- 

Therefore, the estimated total volume of Nonautomation Presort. First-class hlail 
to which the proposed nonmachinable surcharge would apply is 875,140 (= 
849.986 letter-shaped + 19.951 flat-shaped - 5.2C3 sarcei-snaped). All of these 
pieces. by definition. weigh one ounce or less 

surcharge for Nonautomation Presort, First-Class Mail weighing more than one 
ounce, the Postal Service does not have daia that allows it to count the pieces 
with physical charactenstics similar to those of pieces weigning one ounce or 
less that are subject to the nonstandard surcharge. The Postal Service also 
does not have data on the volume of First-class Mail for which manual 
processing is requested. 

Because there is no rate element comparable to the current nonstanoard 

The esamated 26.45 cercent of Nonautomation Prnson volume tnat is assune' 
to pav the proposed nonmacninabie surcharce is Dasea on the 1997 Mail 
Charac:eristic Study (Docket No R97-1, USPS-LR-H-185: also reported in 

L'SPS-LR-J-60 at 50. see response to OCAIUSPS-86la)). This percentage is the 
snare of all letter-shaped oieces. recardless of weicn!. that are physically 
nonmachinable. Therefore. i t  !s possible that s o w  ;rooortion of the 24 4 5  
nonmachinable percent of all letter-snaped pieces inc!udes pieces weighing over 
one ounce. However, this percenrage is likely to be very Small. Of all letter- 
shaDed Nonautomation Presoit pieces. 95.6 percent weigh less than one Ounce 
and. of the pieces weighing more than one ounce, many may be machinable. 
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Revised: 211 512002 

FURTHER REVISED RESPONSE OF 
UNITED STATES POSTAL SERVICE WITNESS ROBINSON 

TO PRESIDING OFFICER'S INFORMATION REOUEST NO 4 

Response to POlR 4, Question 6 (paqe 5 of 51 

Automaticn Letters 
By aefinition. all First-Class Mail Adtomation Leners are maciifiable 

Carrier Route Letters 
6y definition. all First-class Iblail Carnie- Ssu:e LeZeers are mac%naDle 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS SCHENK 7s 

PRESIDING OFFICER INFORMATION REQUEST NO. 8 

Question 9. Please reference LR-J-199 provided by witness Schenk in response to 
Presiding Officer Information Request No. 6, Item lO(c.). The iollowing questions refer 
to Standard mail. 

;, 

(a) In LR-J-199. the distribution of rural carrier test year attributable costs by shape 
is based on the distribution of fiPW test year pece volumes by shape. In :ne 
USPS version, the shape distribution of tes: year rural carrier costs is D ~ S E C !  ori 
the distribution of base year rural carrier costs by shape as developed in LR-J- 
11 7 (See File: LR-J-1 17. Sheet: Rural Crosswalk. Cells: C 5 l  :E52). The latter 
disiribution methodology was also used b;d witness Crum in Docket No. fi20CC-: 
The difference between the distribution methodologies has a significant effec: on 
total attributable costs by shape. It appears that the distribution key used in the 
USPS version would be applicable to the ?RC version because there is no 
difference in the treatment of rural carrier costs behween the two methodologies. 
Please provide a rationale for using a different distribution key for the PRC 
version, or alternatively, please provide a revised distribution. 

(b) In LR-J-199, the distribution of city carrier test year elemental load attributable 
costs by shape is based on the distribution of RPW test year weight by shape. In 
the USPS version, the shape distribution offest year city carrier elemental load 
costs is based on the distribution of base year rural carrier costs by shape as 
developed in LR-J-117 (See File: LR-J-1 17, Sheet: City Load, Cells: C68:E89). 
The latter distribution methodology was also used by witness Crum in Docket No. 
R2000-1. The difference between the distribution methodologies has a 
significant effect on total attributable costs by shape. It appears that the 
distribution key used in the USPS version would be applicable to the PRC 
version because there is no difference in the treatment of city carrier elemental 
load costs between the two methodologies. Please provide a rationale for using 
a different distribution key for the PRC version, or alternatively, please provide a 
revised distribution. 

RESPONSE: 

la1 and ib). A revised LR-J-199. using the same distribution methods as the USPS 

version. ~ v i l l  be filed in rasponsc !o this ques:ion. Note that in the USPS version. the 

snaoe d!s:ricution of ;est year citv Carrie: elemental load costs is based on the 

cis:ributior: of Lase year city carrier zzcts by shape, not on the distribution of base year 

rural carrier costs by shape, as stated above. 
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PRESIDING OFFICER INFORMATION REQUEST NO. 8 

Presort 113.75 113.74 

Question 10. In the latest version of USPS-LR-J-58 (rev. 12/17/01), the cell in Table 1 
of the spreadsheet LR58ASP-revised.xls which contains the additional ounce cost for 
First-class single-piece mail (cell 028) was omitted. Please provide the revised figure 
and discuss any impact the revision may have had on the relationship between the 
additional ounce cost for First-class presort (13.75 cents) and that of single-piece. 

RESPONSE: 

The test year additional ounce cost for First-class single piece mail is 13.88 cents 

(2,452,438,370/17,673,302,608), as shown in cell 0 2 8  of the revised version of USPS- 

LR-J-58 (to be filed shortly). As the following table shows, the revision does not have 

any substantial effect on the relationship between the test year additional ounce costs 

for First-class presort and single-piece mail. 

Test Year Additional Ounce Costs 
For First-class Mail (in cents) i I 

1 
I I Orioinai 1 Revised I 
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RESPONSE OF UNITED STATES POSTAL SERVICE WlTNESS SMITH TO 
INTERROGATORIES OF THE MAJOR MAKERS ASSOClATfON 

REDIRECTED FROM WITNESS MILLER 

MIYIAIUSPS-T;ZZ-T On page 9 of your Direct Tesbmony you indicate why, you 
have modified the classification of two cost pools. namely lsuppfl and lsuppf4. 

A. Please confirm that these two cost pools, when combined. cost metered 
letters and automation letters .4428 and ,101 1 cents. respectively. If you 
cannot confirm. please explain. 

Please confirm that your data shows that. for these two cost pools. meter 
letters cost ,3417 cents more than automation letters. If you cannot 
confirm. please explain. 

Please explain fully why metered letters mst on average more than 1/3 of 
a cent mote than automatton letters for these two cost pools. 

Please confirm that. in its Dodtet No. R2000-1 Opinion (PRC LR-18) the 
Commission found that the lsuppfl  and lsuppf4 mt pools combined 
were found to be ,2926 cents for metered letters and ,1217 cents for 
automation letter?., indicating a "fixed" difference of .I709 cents. I f  you 
cannot confirm. please explain. 

In Library Reference USPS LR-J-84. p. 8, your analysis is duplicated 
using the PRC cost methodology. Please explain why the cost pools for 
lsuppfl  and lsuppf4 are each zero. 

B. 

C. 

D. 

E. 

RESPONSE: 

Parts A and B are answered by witness Miller 

C. The overall cost difference (roughly 1/3 cents) between metered letters 

and automation letters on these two support cost pools reflects the 

combination of labor costs, premium pay and piggyback costs. However, 

since the premium pay factors are pretty close for First-class single piece 

and presort. and since !he piggyback facton are almost the same for both 

cost pools, the difference in w s t  is almost entirely due to the difference in 

labor costs 

PAGE1 OF 2 

. ~ 

~~ 
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RESPONSE OF UNITED STATES POSTAL SERVICE WlTNESS SMITH TO 
INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

REDIRECTED FROM WlRIESS MILLER 

The labor costs per piece for these two cost pools for the 

categories of metered !etters and automation letters are dependent on the 

djstnbution of labor cost in MODS mail processing and MODS window 

costs for the metered letters and autornabon letters categones. As 

explained by witness Van-TySrnith. USPS-T-13 at page 15. the 

distribution key used for these two cost pools Is the subclass shares of 

volume-variable costs in the supported operations. The operations 

supported by the work associated with these two cost pools are MODS 

mail processing and MODS window service operations. W i e s s  Van-Ty- 

Smith provides the calculation of these labor costs for these two supp01-I 

cost pools, for metered letters and automation letten, in USPS LR-J-55, 

Darts I I  and 111. 

Parts D and E are answered by the Postal Service 

PAGE2 OF 2 M W U S  PS-T22-7 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS SMITH 

TO PRESIDING OFFICER’S INFORMATJON REQUEST NO. 8, 
QUESTION NO. 4 

4.  Library Reference J-202 provided in response to POlR 6, question 9 displays 
the components and distribution keys used in the SAS programs provided in 
USPS LR-J-46 and USPS LR-J-52. USPS LR-J-46 develops the piggyback 
factors for the Base Year and USPS LR-J-52 develops piggyback factors for 
the Test Year. A review of the distribution keys displayed in LR-J-202 
indicate some inconsistencies in the rollforward process. 
a. Component 694, the distribution key for component 678, Joint Supervision 

is the same in the test year as it is for the base year. The same is true for 
component 294, distribution key for components 30. Higher Level 
Supervision, and 422, Administrative Clerks-General Offce and Clerical. 
Since the distribution keys are developed by the summation of direct cost 
components which are rolled forward from the base year to the test year, 
should the distribution keys be different for the two years? If the keys 
should be different for the base year and the test year please provide 
corrections as necessary to Library References J-46 and J-52. the base 
year and test year piggyback factor calculations. 

b. The distribution key for segment 2 Employee and Labor Relations 
supervision (Component 528). Time and Attendance supervision 
(Component 483), and segment 3 Time and Attendance clerks 
(component 477) is shown to be component 525. This distribution key, 
component 525, does not include the PESSA labor costs for segment 11, 
custodial and equipment maintenance and segment 18, USPS protection 
force. Should the correct distribution key used in the piggyback factor 
calculation include these PESSA labor costs, as it does in the 
development of the base year and the rollforward to the test year? If the 
current distribution key used is incorrect, please provide the correct 
distribution key and indicate how the piggyback factors for the base year 
and the test year would change. 

c. The distribution key for the segment 18 and segment 20 labor-related 
benefits costs, component 526, also does not include the PESSA labor 
costs noted in part (b), above. Should the correct distribution key used in 
the piggyback factor calculation include these PESSA labor costs? If the 
current distribution key used is incorrect, please provide the correct 
distribution key and indicate how the piggyback factors for the base year 
and the test year would change. 

RESPONSE: 

a. A review of the calculation of Joint Supervision, Higher Level Supervision, 

and Administrative Clerks-General Offce and Clerical costs for piggyback 

factors leads to the conclusion (as discussed below) that the calculation is 

Page 1 of 7 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS SMITH 
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 8, 

QUESTION NO. 4 

correct for the base year but incorrect for the test year. Correcting the test 

year piggyback factors would turn out to have a very small impact as 

demonstrated in USPS LR-J-214.’ 

After some investigation, it turns ctit the reason components 694 

and 294 are the same in the base year and the test year cost models IS 

that these components are only used in the base year. These 

components are used to distribute accrued costs of Joint Supervision 

(678), Higher Level Supervision (30). and Administrative Clerks-General 

Office and Clerical (422) in the base year. In the base year, these 

supervision and administration cost components are as volume variable 

and receive the same distribution as the labor costs for the staff that is 

supervised and administered.’ Component 694 is the labor cost for the 

staff supervised by the personnel in Joint Supervision. Component 294 is 

the labor cost for the staff supervised by the personnel in Higher Level 

Supervision. Likewise, component 294 is the labor cost for the staff 

administered by Administrative Clerks-General Oftice and Clerical. 

There is no comparable distribution in the test year. Once these 

components (678, 30 and 422) are defined in the base year, they are 

rolled-forward using the routine rollforward effects: cost level, mail 

’ Spreadsheet Typbacks.xls is the same as the test year piggyback factors 
provided in USPS LR-J-210, spreadsheet POIR7-N.xls, except the calculation 
of costs for Joint Supervision, Higher Level Supervision and Administrative 
Clerks-General Oftice and Clerical is corrected. 
See USPS LR-J-1 at pages 2-5 to 2-7 and 3-16 to 3-19. 

Page 2 of 7 
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TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 8, 
QUESTION NO. 4 

volume, nonvolume, additional workday, cost reductions and other 

programs. As such, there is no need in the rollforward to recalculate the 

underlying distribution in the test year and therefore no need to recalculate 

components 694 and 294. 

The base year calculation of piggyback costs for Joint Supervision, 

Higher Level Supervision. and Administiative Clerks-General Ofice and 

Clerical costs, as done in USPS LR-J-46, parallels the development of 

these costs in the base year. For example the base year distribution of 

administrative clerks (422) is based on the distribution of the labor costs 

for the staff supported by this administrative work, which is component 

294. The base year calculation of piggyback costs for administrative costs 

correctly uses component 294 in the same way as done in the base year 

cost development. As a result, the portion of component 294 associated 

with any function (e.g., mail processing) indicates the portion of 

administrative costs by function. 

It is clearly incorrect to rely on components 694 and 294 for the 

calculation of test year piggyback factors, as I have done in USPS LR-J- 

52. Aside from the fact that these components are base year 

components, there is no comparable distribution of these supervision and 

administrative costs in the test year, as noted above. There are no test 

year distribution keys for these costs. Under the methods used in the 

rollforward, the test year distribution of these supervision and 

administrative costs across functions (e.g., mail processing, city carrier, 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS SMITH 
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 8, 

QUESTION NO. 4 

etc.) I S  as determined in the base year. Thus the test year costs for each 

subclass for Joint Supervision, Higher Level Supervision. and 

565 1 

Administrative Clerks-General Office and Clerical should be split across 

functions by using the base year labor shares for components 694 and 

294. 

For example, the distribution key for Administrative Clerks--General 

Office and Clerical, component 294. consists of the labor costs for over 40 

components as shown in USPS LR-J-214, spreadsheet BYOOKeys.xls. As 

shown by this spreadsheet, the accrued costs for the labor elements 

which compose this distribution key are $40,210,145 for the base year. 

As shown in USPS LR-J-210. spreadsheet POIR7-BY.xls. sheet “lnput- 

DK.” cell D l l ,  the portion that is First-class single-piece is $8,763,090. 

The portion of this amount that is mail processing labor is $5,693,500 

(also POIR7-BY.xls, sheet “MP Dep.” celJ AQ11). Thus, mail processing 

labor accounts for 64.97 percent of $8,763,090 First-class single piece 

distribution key labor costs. The base year Administrative Clerks--General 

Ofice and Clerical cost (cost segment 3.3) for First-Class single-piece is 

$146,286. Applying the mail processing percentage of 64.97 percent to 

this gives us S95.044, which is the same as Administrative Clerks-- 

General Office and Clerical reported at page 3 of USPS LR-J-46. 

If we apply the base year cost percentage by function (64.97 

percent as calculated above) to the test year Administrative Clerks- 

General Office and Clerical cost (cost segment 3.3) for First-Class single- 

Page 4 of 7 
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piece of $148,365, then we obtain $96,395.’ This is $6,024 less than the 

$101.419 shown on page 5 of USPS LR-J-52 The corresponding 

differences for Joint Supervision and Higher Level Supervision are S2.039 

and S661, giving us a total of $7,724. This is small compared to the test 

year First-class single-piece mail processing labor cost of 54.647.852. 

As a result, the impact of any potential change would be very small. 

(Please note that all dollar figures used above are in thousands.) 

b. The current calculation method (or distribution key) is correct for both the 

base year and test year. While it is true that the distribution key, 

component 525. does not include PESSA labor costs for segments 11 and 

18 in its volume variable costs, the total accrued costs (class 200) for this 

component do include these labor costs. It is only the total accrued costs 

of this component that are used in the calculation of these three piggyback 

components (employee and labor relations, time and attendance 

supervisors, and time and attendance  clerk^).^ 

For example, the calculation of cost segment 3 time and 

attendance costs for each subclass for base year mail processing is done 

by multiplying the total mail processing related labor costs’ by the ratio of 

’This is the same as the general and administrative cost shown in USPS LR-J- 
214, spreadsheet Typbacks.xls, sheet ‘MP Dep.” cell L11. 
‘See for example pages 9 (line43). 10 (line 102) and 15 (lines 217-219) of USPS 
LR-JaG or pages 12 (line 41), 13 (line 99) and 18 (lines 214-216) of USPS LR-J- 
52. 
Line 18 of the General Pigggyback Matrix, p. 298 of USPS LR-J-52. 

Page 5 of 7 
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total accrued cost segment 3 time and attendance clerks divided by total 

accrued labor costs as per component 525 .5  Mail processing labor 

related costs for the base year are shown at page 4, column 17 of USPS 

LR-J-46. The ratio of total accrued cost segment 3 time and attendance 

clerks divided by total accrued labor costs as per component 525 IS 

222.638/44,335.250 (in thousands) which IS 00502 ' This produces the 

results by subclass shown on page 4 column 20 of USPS LR-J-46 

~ 

c. The answer for this part involves the same explanation given in part b. 

The current calculation method (or distribution key) is correct for both the 

base year and test year. While it is true that the distribution key, 

component 526, does not include PESSA labor costs for segments 11 and 

18 in its volume variable costs, the total accrued costs (class 200) for this 

component do include these labor costs. As was the case in part b, it is 

only the total accrued costs of this component that is used in the 

calculation of the cost segment 18 and 20 benefits for piggyback factors.' 

This is all non-headquarters related labor costs except for Employee and Labor 
Relations supervisors, Time and Attendance Supervisors and Time and 
Attendance Clerks. See USPS LR-J-214, spreadsheet BYO0Keys.xis. 
'This is the equivalent of using the ratio of component 477 to component 527 by 
subclass (see USPS LR-J-210, spreadsheet Poir7-by.xls, sheet "MP Dep," 
column S). 
* See for example pages 9 (line 49), 10 (line 115) and 18 (lines 220-222) of 
USPS LR-J-46 or pages 12 (line 49), 13 (line 112) and 18 (lines 217 and 221) of 
USPS LR-J-52. 

Page 6 of 7 
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For example, the calculation of cos: segment 20 Civil Service 

Retirement Interest costs for each subclass for base year mail processing 

is done by multiplying the total mail processing reiated labor costsg by the 

ratio of total accrued cost for Civil Service Retirement Interest divided by 

total accrued labor costs as per component 526~" Mail processing labor 

related costs for the base year are shown at page 4.  column 21 of USPS 

LR-J-46. The ratio of total accrued cost for Civil Sewice Retirement 

Interest divided by total accrued labor costs as per component 526 is 

1,567,757/45.834,089 (in thousands) which is ,03421. " This produces 

the results by subclass shown on page 4 column 23 of USPS LR-J-46. 

Line 22 of the General Pigggyback Matrix, p. 298 of USPS LR-J-52. 
lo This is all labor costs except for cost segment 18 and 20 benefits. See USPS 
LR-J-214, spreadsheet BYOOKeys.xls. 
" This is the equivalent of using the ratio of component 1436 to component 433 
by subclass (see USPS LR-J-210, spreadsheet Poir7-by.xls, sheet 'MP Dep," 
column AC). 

Page 7 of 7 
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Question 2. 
Rate Schedule 421 (Periodicals) in the Postal Service's Request contains several 
notes. (Attachment 6, page 26) 
(a) Note six directs the user to multiply the "proportion of nonadvertising content 

by this factor and subtract from the applicable piece rate." Shou(d the 
direction refer to percent instead of proportion. since the editorial discount is 
given as 0.00074? Please explain. 

(b) There is no indication on the rate schedule lo which rates these notes apply. 
Please indicate the rates to which each note applies. 

RESPONSE: 

(a) In this context, the use of either proportion or percent reflects the same 

mathematical reality. One of the meanings provided for proportion in Webster s 

New Collegiate Dictionary is percentage. The use of percent may provide greater 

clarity. 

(b) As discussed in my testimony at pages 4-5, I propose to delete rate schedule 

footnotes that relate to rate eligibility. The footnotes have proliferated to the point 

where they are no longer helpful to the reader. For instance, some rate 

schedules have as many as three footnotes after a single item; in other 

instances, a footnote that is applicable to the entire schedule is included after 

only a single rate cell. Also, many of the notes simply repeat information found in 

the body of the DMCS. 

The Postal Service saw an opportunity to clean up the schedule notes by 

removing the superscript reference numbers, deleting redundant notes, and by 

rewriting the notes for clarity. I believe that all the remaining notes apply to the 

entire rate schedule. The language in note 4 could be clarified a little to indicate 

that "the factor" is the nonadvertising factor. 
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1. This question pertains to the pallet discount (DMCS 421.48) and the dropship 
pallet discount (DMCS 421.49). 

(a) How many pieces does the Postal Service anticipate will receive each o i  
these discounts in the Test Year? Please provide the calculations necessav 
to derive this volume. 

associated with the dropship pallet discount. 

County subclass after the application of the settlement rates. 

(b) Please provide workpapers that estimate the Test Year cost savings 

(c) Please provide workpapers that show the cost coverage for the Outside 

RESPONSE: 

(a) As shown in USPS-LR-J-107. OCO1 .XIS. worksheet "TYAR B.D.". the Postal 

Service expects 6.293 billion pieces to receive the 0.5-cent per-piece pallet 

discount (DMCS 421.48) in the Test Year. Based upon the entry profile study 

filed as USPS-LR-J-114, I estimate that approximately 3.299 billion (of these 

6.293 billion) pieces will receive an additional dropship pallet discount (DMCS 

421.49) of one cent per piece. Therefore, these 3.299 billion pieces will receive a 

total pallet-related discount of 1.5 cents per piece (the 0.5-cent per-piece pallet 

discount plus the one-cent per-piece dropship pallet discount), 

The derivation of 3.299 billion pieces is provided in the Excel spreadsheet 

provided in USPS-LR-J-217. 

On January 30, 2002, the Postal Service published in the Federal Register the 

rate schedules that would be used if the Commission recommends the 

settlement agreement rates. Notes 1.3e and 2.3e of the Periodicals rate 

schedule (pages 4612 and 4614) presents a per-piece destination entry pallet 
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discount of 1 5 cents. The 1 5-cent per piece discount shown in the rate 

schedules combines the 0 5-cent per piece pallet discount (DMCS 421 48) and 

the one-cent per piece dropship pallet discount (DMCS 421 49) 

(b) There are no workpapers that estimate additional cost savings associated 

with the 1-cent dropship pallet discount (DMCS 421 49) But the dropship and 

pallet cost savings relied upon in my testimony provide a complete basis for the 

new 1-cent discount. 

The original Postal Service proposal sought to provide dropship incentives by 

providing lower rates for editorial pounds entered at destinating facilities (DU. 

SCF and ADC). while maintaining a uniform editorial pound rate for all zones 

ranging from Zones 1 & 2 to Zone 8. The negotiated rate structure for the 

settlement rates instead provides a dropship pallet discount on the piece side of 

the rate schedule. Since virtually all dropship volume is palletized (USPS-T-34 at 

17), this discount can be justified as another way to pass through some of the 

dropship cost savings underlying the original proposal. The original Postal 

Service proposal provides a discount worth $22.2 million (LR-J-107, worksheet 

'Pound Data-Ed.) for dropshipped editorial pounds based on a 50 percent 

passthrough of the transportation and non-transportation cost savings estimated 

for advertising pounds that are dropshipped. Using a still modest passthrough of 

75 percent, the value of the editorial pound rate discount would be roughly equal 
. 
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to the value of the 1-cent discount (DMCS 421.49) on the approximately 3.3 

billion palletized and dropshipped pieces 

Additional support for this discount can be provided by looking at the cost 

savings associated with palletization. As shown by witness Schenk. the cost 

savings for palletized pieces compared to pieces in sacks IS 2.09 cents. USPS- 

T-43 at 6. The original pallet discount of 0.5 cents per piece is based on a small 

passthrough of this cost saving. An approximately 72 percent passthrough of the 

cost savings of 2.09 cents would lead to a 1.5 cent discount for palletized pieces. 

One potential concern regarding the pallet discount relates to the distance that a 

pallet travels. In Docket No. R90-1, the Commission recommended a 3-cent per- 

pound discount for mail on pallets that was entered at zones 4 through 8, but no 

discount for mail entered closer to its destination. This discount was designed to 

insure that the pallet of mail will receive at least one cross dock transfer. PRC 

Op., R90-1, Vol. 1, at V-129. 

The cost savings estimated by witness Schenk in this docket are based on "costs 

associated with unloading and moving palletized and sacked mail at the 

'destination' facility." USPS-T-43 at 7 .  Cross-docking savings are not included. 

Therefore, the application of a cumulative discount of 1.5 cents to dropshipped 

pallets versus 0.5 cents for all other pallets is justified based on dropship savings 
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as well as the efficiency of unloading and handling pallets at the destination 

facility The end result is a proposed structure that provioes lower piece rates to 

mail which requires the least postal handling 

(c) The cost coverage for Outside County resulting from the settlement rates IS 

108.5 percent, based on volume variable costs estimated using the Postal 

Service's cost methodology. It should be noted that, based on my understanding 

of estimates of attributable costs under the Commission costing methodology, 

the resulting cost coverage would be 101.3 percent cost. The derivation of these 

cost coverages is shown in the Excel spreadsheet provided in library reference J- 

21 7. 
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5. Please provide the following information regarding the APWU contract 
arbitration award of December 18, 2001 : 

- The FY 2002 and Test Year estimated cost of the $499 COLA lump sum 
awarded to APWU employees; 

- The FY 2002 and Test Year estimated cost of the grade level upgrades 
awarded to specific position classifications. Include the number of employees 
affected by job classification title. Also indlcate i f  !he cost estimate can be 
incorporated into LR-J-50 in the same manner as the grade level upgrade 
awarded to the NALC in FY 2001; 

- The FY 2002 and Test Year estimated cost of !he lump sum payment for the 
retroactive pay increase for November 18, 2000 (1.2% increase) and 
November 17, 2001 (1.8% increase). 

The information should be consistent with the spreadsheet formats in USPS LR- 
J-50, the Comprehensive Roll-Forward Factor Development Model (CRFDM). 
Please indicate how these data may be incorporated into LR-J-50. 

RESPONSE: 

The $499 lump sum COLA payment is a cost for FY 2001. Since this amount 

will not be rolled into base pay, and the cost of lump sum payments does not 

recur in subsequent years, there is no cost impact on FY 2002 or the Test Year. 

The number of employees affected by the upgrades by job classification was 

provided in the response to POlR No.7, question 9. The unit costs and cost level 

impacts of the APWU upgrades are reflected in the Attachments to this response. 

The unit cost of the All Other Bargaining upgrades effective on November 16, 

2002, was estimated at $613.19 per All Other Bargaining base workyear. This 

can be incorporated into LR J-50 in the same manner as the NALC upgrade, i.e.. 

by adding the estimated unit cost per base workyear to the FY 2003 estimated 

pay increase unit cost for All Other Bargaining employees. The unit cost of the 

Clerk A-J upgrades effective on March 23, 2002. was estimated at $139.04 per 

Clerk A-J base workyear. The unit cost of the Clerk A-J upgrades must be 

treated differently from the All Other Bargaining upgrade unit cost because it has 

a different effective date from that of the FY 02 Clerk A-J pay increase. Since the 

model allows for the input of only one pay increase unit cost for each employee 
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category in each fiscal year, a different approach must be used to allow for the 

different effective dates. First, the Clerk A-J annual unit cost amounts and 

effective dates of the FY 02 and FY 03 pay increases of 1.8% and 1.4% ($685 04 

on 11/17/01 and $532.04 on 11/18/02) can be input into the Pers Unit Cost sheet 

of the Input-01s.xls workbook. This generates the amount of unit cost effec!ive 

in each fiscal year on the Unit Cost Tables sheet in the Prff-0ls.xls workbook 

The annual pay increase unit cost effective on November 17. 2001 ($684.05) can 

then deleted and replaced by the annual unit cost and effective date of the Clerk 

A-J upgrade ($139.04). This generates the effective amount of Clerk A-J 

upgrade unit cost in each of FYs 02 and 03. Finally, the effective amounts of the 

Clerk A-J pay increase unit costs and the effective amounts of the upgrade unit 

cost for both FY 02 and FY 03 can then be input into the Pers Unit Cost sheet of 

the Input-0ls.xls workbook. Since the effective amounts already reflect the 

amounts effective in each fiscal year, the effective dates can be changed to 

10/1/01 and 10/1/02. in order to keep the cost impact in the proper fiscal year 

(see Attachment 3). The cost level dollar impact that results from the steps 

outlined above can be determined by referring to the Analysis of Pers Cost Lvl 

Chg sheet in the RF-Rpts-Ols.xls workbook. These amounts are summarized 

on Attachments 1 and 2 of this response. 

The cost level dollar impacts and unit costs of the three general pay increases 

resulting from the recent APWU contract award are reflected in the three 

Attachments to this response. The unit costs for Clerks A-J. All Other 

Bargaining, and APWU TEs can be calculated by substituting the percentage pay 

increases from the APWU award for the ECI and ECI-1 percentages used 

previously in the GEN-INC sheet of the Uncst-est-Ols.xis workbook. For FY 
2001, the carryover amounts previously subtracted from the annual amounts 

related to the ECI must be deleted. Additionally, the base salary to which the 

percentage increases are applied must be changed to accounting period 13 of 

PFY 2000 for consistency with the arbitration award. This can be accomplished 

by changing the National Payroll Hour Summary Data, in rows AA and AB on the 
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Barg-fgHrs(02-01) sheet in the Uncst-est-o1 s.xIs workbook, to Accounting 

Period 13 PFY 2000 current period data. This results in the recalculation of base 

salaries in the Bgn Avg Sal(02-01) sheet. Finally, the base salary cell references 

in the GEN-INC sheet for Clerks A-J. TE APWU. and All Other Bargaining. must 

be linked to the new base salaries in the Bgn Avg Sal(02-01) sheet for all three 

years (FY 01-03). Once the annual unit costs have been determined, the cost 

level impacts are calculated using the same methodology used to calculate the 

cost level impact of upgrades. This methodology IS  described in the preceding 

section. It should be noted that the steps outlined in this response result in the 

calculation of cost level impacts only. Cost level impacts represent most of the 

total cost change that would result from updating the items in question. 

However, the total cost impact can best be determined by re-running the 

rollforward model with all of the revised change factors that result from the steps 

described above. The change factors required to run the rollforward model can 

be found in the Rffac-Ols.xls workbook. It is important to note that the Postal 

Service considers selective updating to be inappropriate. If updating is done. 

then all factors impacted by significant changes must be updated to reduce the 

possibility of a skewed result. 
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1 4% Pay Inc 
Incremental Totals 
Cumulative Totals 

Docket No. R2001-1 
Summary Cost Level Impacts 

Pay inc's 8. Upgrades Under APWU Arbilration Award 
Dollars in Thousands 

202 449 202 449 
178 840 291 118 240.795 710 753 
178 840 469 ?58 710.753 1359 551 

General Pay Inc s I FY 01 I FY 02 1 iY 03 I Totals 
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Clerks 
Other APWU 
Incremental Totals 
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1 1 . ~ ~ ~  pa; Inc I I 264.501 1 38.346 1 302.847 1 

- 
26.153 23.008 49 161 

43,056 43 058 
26.153 66.066 92.219 
26.153 92219 118.372 

Total Pay/Upgrades I 
Incremental Totals 1 176.840 1 317271 1 306861 1 802 972 
Cumulative Tofais I 178 840 I 496.111 1 802,972 1 1 477 923 
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Clerks A-J 
Unit Cost Effective Date 

1.2:b 456 04 1111 8/00 Pay 
11/17/01 Pay 1.8"o 684.05 
1111 6/02 Pay 1.49b 532.04 

139 04 3/23\02 Upgrade 
1.811 17 Totals 

Attachment 3 to 201P, 8 
Question 5 Response 

Docket No R2001-1 
Summary of General Pay Inc. and Upgrade Unlc Costs 

APWU Ablrat lon Award 

Flscal Year 

E!fec:ive Amount 
2001 1 2c)o2( 2003 

396 07 59 97 
5% 97 88 06 

464.99 
73 14  65 90 

39607 72908 618.97 

Restructured Clerks 
11/18/00 Pay 
io/i/o1 Pay 
10/1/02 Pay 
io/ i /ol  Upgrade 
10/1/02 Upgrade 
Totals 

1 . 2 9  463.64 396.07 59 97 
614.45 595 97 
579.87 553 07 
73.14 73.14 
65.90 65.90 

396.07 72908 618.97 - 

Restructured Clerks I 
11/18/00 Pav 1 129.1 463 64 1 396 07 I 59 97 

4 72908 618 97 
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1. Please refer to USPS-LR-J-125, file VF-AR-XLS. sheet SHARES. Show, 
step-by-step, how the basic automation letter discounts for Standard 
regular and nonprofit in cells T8 and AD8 were calculated. 

RESPONSE: 

The basic automation letter discounts for Standard regular and nonprofit 

are calculated in USPS-LR-J-123, file PRICES-ARXLS. on sheet SUMMARY at 

cells 213 and AP13, respectively. 

These discounts are calculated as the average of the mixed-ADC and 

AADC discounts proposed by the Postal Service in this case. 

For Standard Regular mail, the proposed mixed-ADC automation letter 

discount is 4.9@, while the proposed AADC automation letter discount is 5 . 6 ~ .  It 

is assumed that approximately 56.1 percent of automation basic letters would 

qualify for the AADC discount, with the remaining 43.9 percent receiving the 

mixed-ADC discount. Hence, the combined discount is calculated as follows: 

(43.9%)*(4.9C) + (56.1%)*(5.6@) = 5.29@ 

For Standard Nonprofit mail, the proposed mixed-ADC automation letter 

discount is 2.1& while the proposed AADC automation letter discount is 2.9~. It 

is assumed that approximately 52.2 percent of automation basic letters would 

qualify for the AADC discount, with the remaining 47.8 percent receiving the 

mixed-ADC discount. Hence, the combined discount is zzlculated as follows: 
1 

(47.8%)’(2.1 C) t (52.2%).(2.9@) = 2.52C 
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2. Please refer to USPS-LR-J-125, file VF-AR-XLS. sheet PRICES. Show, 
step-by-step, how the worksharing discounts rn cells CA5 through CH6 
were calculated. 

RESPONSE: 

The worksharing discounts in cells CAS thrcugh CH6 of VF-AR.XLS. 

sheet PRICES, are calculated in USPS-LR-J-123, file PRICES-AR.XLS, on 

sheet Firstclass at cells X211 through Y221. Specifically, cells CA5 and CA6 of 

VF-AR.XLS, sheet PRICES, are calculated at cells X212 and Y212, respectively. 

of file PRICES-AR.XLS, at sheet FIRSTCLASS. Cells CB5 and CB6 of 

VF-AR.XLS, sheet PRICES, are calculated at cells X216 and Y216, respectively, 

of file PRICES-AR.XLS, at sheet FIRSTCLASS. Cells CC5 and CC6 of 

VF-AR.XLS, sheet PRICES, are calculated at cells X217 and Y217, respectively, 

of file PRICES-AR.XLS, at sheet FIRSTCLASS. Cells CD5 and CD6 of 

VF-AR.XLS, sheet PRICES, are calculated at cells X218 and Y218, respectively, 

of file PRICES-AR.XLS, at sheet FIRSTCLASS. Cells CE5 and CE6 of 

VF-AR.XLS, sheet PRICES, are calculated at cells X219 and Y219, respectively, 

of file PRICES-AR.XLS, at sheet FIRSTCLASS. Cells CF5 and CF6 of 

VF-AR.XLS, sheet PRICES, are calculated at cells X220 and Y220, respectively, 

of file PRICES-AR.XLS, at sheet FIRSTCLASS. Cells CG5 and CG6 of 

VF-AR.XLS, sheet PRICES, are calculated at cells X221 and Y221, respectively, 

of file PRICES-AR.XLS, at sheet FIRSTCLASS. Finally, cells CH5 and CH6 of 

VF-AR.XLS, sheet PRICES, are calculated at cells X211 and Y211, respectively, 

of file PRICES-AR.XLS, at sheet FIRSTCLASS. 

Each individual worksharing discounts is calculated as the difference 

between the first-ounce single-piece price and the first-ounce price of the 

appropriate worksharing category (before-rates, the first-ounce worksharing 
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discounts by category were as follows: nonautornation, 1 . 8 ~ ;  automation basic 

letters, 6.0C; automation basic flats, 2 . 8 ~ ;  3-digit automation letters, 7.1 c: 5:digit 

automation letters, 8 . 5 ~ ;  3-digit automation flats, 4 . 3 ~ ;  5-digit automation flats. 

6 . 3 ~ ;  automation carrier-route letters, 9.5c; after-rates. the first-ounce 

worksharing discounts by category were as follows: nonautomation, 1 . 8 ~ ;  

automation mixed-ADC letters, 6. le; automation AADC letters, 6 . 9 ~ ;  automation 

mixed-ADC flats, 2 .9~ ;  automation AADC flats, 3 . 7 ~ ;  3-digit automation letters, 

7 . 6 ~ ;  5-digit automation letters, 9 . 0 ~ ;  3-digit automation flats, 4 . 8 ~ ;  5-digil 

automation flats, 6.8c; automation carrier-route letters, 9.56), plus the heavy 

piece discount (4.6Q before-rates, 4.1Q after-rates) times the percentage of the 

worksharing category which received the heavy-piece discount in GFY 2000, 

plus the difference in the price per additional ounce (zero before-rates; 0 . 5 ~  

after-rates), times the number of additional ounces per-piece for the worksharing 

category in GFY 2000, plus the difference in the nonstandard surcharge (6.0c 

before-rates, 6.5t after-rates) times the percentage of the worksharing category 

which paid the nonstandard surcharge in GFY 2000. 

The after-rates automation basic letters discount is the average of the 

mixed-ADC and AADC automation letters discounts, assuming that 

approximately 51.7 percent of automation basic letters would qualify for the 

AADC discount, with the remaining 48.3 percent receiving the mixed-ADC 

discount. The after-rates automation basic flats discount is the average of the 

mixed-ADC and AADC automation flats discounts, assuming that approximately 

34.9 percent of automation basic flats would qualify for the AADC discount, with 

the remaining 65.1 percent receiving the mixed-ADC discount. 
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PRESIDING OFFICER’S INFORMATION REQUEST NO. 8 

The before- and after-rates 315-digit automation flats discounts are the 

average of the 3-digit and 5-digit automation flats discounts. assuming that 10.9 

percent of 315-digit automation flats receive the 3-digit discount and 89.1 percent 

receive the 5-digit discount. 

The average worksharing discount, presented in cells CH5 and CH6 of 

VF-AR.XLS, sheet PRICES, and calculated at cells X211 and Y211, 

respectively, of file PRICES-AR.XLS, at sheet FIRSTCLASS, is the weighted 

average of the aforementioned discounts, where the weights are equal to the 

relative proportion of each worksharing category in GFY 2000. 



United States Postal Servlce 

Institutional 
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RESPONSE OF UNITED STATES POSTAL SERVICE 
TO INTERROGATORIES OF DAVID B. POPKIN 

DBPNSPS-9 The reverse side of the Customer Copy of the Express Mail receipt Label 
11-B provides the conditions for refunding the postage for those instances where 
overnight delivery is scheduled and is not accomplished. [a] Does this also apply to 
Second Day Express Mail where delivery is not accomplished by the second day after 
mailing? If so. why doesn't the receipt indicate so? [b] The back of the receipt indicates 
that refunds will not be made when detention was made for a law enforcement purpose 
What types of activities would fit into that category? What section of the DMM 
authorizes that additional condition? 

RESPONSE: 

a) Yes. The language appears to be too lengthy to fit on the label 

b) In the aftermath of the anthrax scare, federal law enforcement personnel detained 

mail enroute to members of Congress; that is one example. See DMM P014.5.3. 
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RESPONSE OF UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF DAVID B. POPKIN 

DBPIUSPS-83. 

Please refer to the response made to Presiding Officers Information Request No. 5 
Question No. 8 and, in particular. the response to subpart c. [a] Please provide a listing 
of the AMCs and PMPCs that are located within the state of California. [b] Please 
provide a listing for each California AMCIPMPC showing the other AMC/PMPCs that 
they typically forward Priority Mail to by a means other than through the FedEx 
Memphis Hub. [c] Please provide a listing of the threedigit ZIP Code prefmes that 
dispatch mail to and receive mail from each AMClPMPC in California as well as lhose 
AMClPMPCs that are not in California but appear in the response to subpart b. 
[dl Please confirm. or explain if you are not able to do so, that virtualiy all Priorrty Mail 
originating in Los Angeles. California and destined to US points more than 1800 miles 
away will typically be transported through the FedEx Memphis Hub. [e] Please confirm, 
or explain if you are unable to do so, that all Priority Mail which is transported by FedEx 
air to and/or from the FedEx Memphis Hub will typically be transferred to or from FedEx 
at a USPS AMC or PMPC. 

RESPONSE. 

(a)-(c). As modified by Presiding Officer's Ruling Number 32. the question now seeks 

an identification of "examples of origin/destination ZIP Code pairs within California" 

which are no more than 3 postal zones apart and have their Priority Mail routed via the 

FedEx Memphis hub. There are no known examples of such city pairs that routinety 

route Priority Mail through Memphis via FedEx. The normal routing of Priority Mail 

within zone 3 would be a surface, typically highway routing. The revised response to 

Presiding Officer's Information Request Number 5, question 8, subpart (c). is a typical 

example of such a surface routing within California. 

(d). Confirmed. 

(e). Not confirmed. Priority Mail that is transported by FedEx air, to andlor from the 

FedEx Memphis Hub, typically will be transferred to or from FedEx at a local FedEx 

facility. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF DAVID POPKIN 

DBPIU SPS-80 

Please refer to your response to DBP,USPS-57 subparts f through h Please 
respond to the interrogatory if the concept of greater cost is replaced by the conceDt 
of reauiring a greater likelihood of manual processing and tne concept of lower cost 
is replaced by the concept of requiring a greater likelihood of automated processing 

RESPONSE: 

Such characteristics as relative size. machine-readability, and glossiness can affect 

the degree to which cards are eeciently processed. The Postal Service does not 

have separate data for stamped cards and post cards that permit the statement of 

any conclusions regarding the degree to which the processing of these card types 

varies on the basis of the characteristics identified in DBP/USPS-57(g) and (h). If 

one card type is “more uniform in size.’ the fact that the other is ”less uniform” may 

ultimately be of little consequence. depending on the degree to which each type 

varies from some ideal and presuming that all cards meet postal size specifications. 

The fact that one type may be “more likely” to have a printed address may ultimately 

be of little consequence, depending on the magnitude of the degree to which the 

olhertype has printed addresses and the relative efficiency with which barcodes can 

be appljed to both types. The Postal Service has no data which would permit it to 

aetermine :he degree io which the use of one side of the card exclusively for the 

destinatton address, by itself, affects the degree :o which cards are subjected to 

automated or manual processing. The Postal Service lacks data which would 

confirm the degree to which post cards tend to be detrlmentally glossy, from a mail 

processing standpoint. 
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TO INTERROGATORIES OF DAVID B. POPKIN 

DBPRISPS-114 Please refer to your response to DBP/USPS-12 subpart b. 
Please confirm, or explain if you are unable to do so, that the cutoff time will be 
established by the Postmaster based upon the Express Mail network that is 
available to hidher off ice. 

RESPONSE: 

As is s:ated in the response to DBPIUSPS-12 (b). confirmed. 



RESPONSE OF UNITED STATES POSTAL SERVICE 
TO INTERROGATORIES OF DAVID B. POPKIN 

DBPIUSPS-115 Please refer to your response to DBPIUSPS-12 subpart c. [a] 
Is it permissible for a Postmaster to establish a cutoff time on a given day which 
is either equal to or earlier than the opening of the window sewice on that day [so 
that mailers will in effect be unable to mail Express Mail that day to achieve the 
overnight service for the following day or second day service on the second day]. 
[b] Please provide a listing of any facility that does not provide at least one hour 
of window service prior to the cutoff time [show the name. state, ZIP Code, 
window opening time, Express Mail cutoff time. and day[s] of the week involved]. 

RESPONSE: 

a. No. The Postal Service would not be able to accept Express Mail at the 

window if a cutoff time was before the opening of window service. 

b. This information is not available 

i 
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TO INTERROGATORIES OF DAVID E. POPKIN 

DBPIUSPS-116 Please refer to your response to DEPIUSPS-13 subpart b. The 
criteria have not been provided. Please provide. 

RESPONSE: 

The criterion is whether or not the network can st~pporl delivery from the  

originating ZIP Code to the destinating ZIP Coae. 
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TO INTERROGATORIES OF DAVID 8. POPKIN 

DBPNSPS-117 Please refer to your response to DBPIUSPS-13 subpart c. 
Please clarify your response. The interrogatory is attempting to confirm that if I 
can send Express Mail from Point A to Point B and have guaranteed delivery by 
12 Noon the next day for articles being delivered on a weekday, the 12 Noon 
guarantee will also apply on Saturday, Sunday, and/or holiday deliveries. 

RESPONSE: 

Confirmed. 

i 

I 
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TO INTERROGATORIES OF DAVID 6. POPKIN 

DBPAJSPS-118 Please refer to your response to DBPNSPS-12 subpart b. [a] 
Please advise the date when the Postal Service changed its policy 
regarding the ability to avoid an Express Mail failure on mail addressed to a 
post office box by placing a notice in the box, regardless of whether or not the 
customer has access to the box at that time. [b] Please advise the reasons for 
making this change in policy. [c] Please advise how this change was 
communicated to the mailing public and provide copies of any printed material. 
id] Please advise how this change was communicated to postal facilities and 
provide copies of any printed material. [e] Please advise the reasons why the 
Postal Service believes that it is providing a quality service by this procedure. [q 
Must the notice be physically placed into the customer's post office box, or is it 
sufficient to claim timely delivery by the mere knowledge of the Postal Service 
that customer access is not available and the article has arrived in the area of 
delivery [such as the main office with the box at a postal station or at the P&DC 
with the knowledge that the boxes are closed at that associate office]? [g] 
Please clarify your response with General Delivery mail. Is timely delivery 
achieved [assuming a 12 Noon guarantee] if the article arrives at the facility at 
11:30 AM and at the General Delivery window at 1230 PM? [h] Please respond 
to subparts a through e of this interrogatory as they apply to delivery of mail 
addressed to General Delivery. 

RESPONSE: 

a. - d. No change was made. 

e. See witness Moeller's testimony for a discussion of the value of service 

provided by Express Mail. 

f. The notice must be physically placed. 

g. No. The delivery time is defined as the time the mailpiece is made available 

for delivery. In this instance it would be when the article arrives at the General 

Delivery window. 

h. See responses to a-e above. 
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TO INTERROGATORIES OF DAVID 6. POPKIN 
. 

DBPRISPS-119 Please refer to your response to DBPIUSPS-16 subpart d. [a] 
Please advise the significance of the A’ and P’ that appear on each entry under 
SVC. [b] Please confirm, or explain if you are not able to do so, that if a 3-digit 
ZIP Code appears on this list, PO-PO service will be available from all facilities 
anywhere in the country and addressed to all postal facilities that are within that 
3-digit ZIP Code range for delivery by 10 AM overnight [for those offices that 
have overnight PO-Addressee service] and by 10 AM on the second day for all 
other offices - accounting for the delivery office being closed for 
weekendholiday. [c] Please explain the rationale and criteria for choosing which 
3-digit prefixes have been placed on this list since there are large cities on the list 
such as. Los Angeles and Baltimore while other large cities are not on the list 
such as New York and Chicago and there are small cities on the list such as 
Elizaville and Lagrangeville, New York. [d] Please explain the apparent 
inconsistencies that exist in the choice of these 3-digit prefixes, such as Arlington 
and Alexandria VA have service but the rest of Northern Virginia SCF 220 and 
221 do not including the mail processing facility af Merrifield VA. Another 
example is where Greenville SC is both 293 and 296 and only 296 is on the list. 
[e] Please advise the total number of valid 3-digit ZIP Codes prefixes in the 
country that have delivery facilities to which Po-PO service may be sent. [fl 
What percentage of all valid 3-digit ZIP Code prefixes having delivery facilities 
does the PO-PO list represent? [g] Please advise all of the delivery facilities that 
are available for PO-PO service in the 733 prefix. [h] Based on the response to 
subpart f of this interrogatory, how can this service be considered to be a 
nationwide service? 

RESPONSE 

a. “A”’ represents AM and “P’” represents PM. 

b. Confirmed. 

c. - d. See the response to DBP/USPS-116 above. 

e. - g. The Postal Service does not maintain this information in the format 

requested. 

h. This is not a nationwide service available to every post Office. 

p 
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TO INTERROGATORIES OF DAVID 6. POPKIN 

DBPRISPS-120 Please refer to your response to DBPAJSPS-16 subpart 1. [a] 
Please confirm, or explain if you are unable to do so, that if I were to mail a PO- 
Addressee Express Mail article under the same conditions as noted on a 
Saturday and which is destined to an office that is not on the overnight list, it 
would be guaranteed for delivery on Monday. [b] Please confirm, or explain if 
you are unable to do so, that if I were to mail both a PO-PO and a PO-Addressee 
article on a Monday of a non-holiday week between the same two points, both 
would be guaranteed for delivery on Wednesday. [c] Since it is possible to have 
PO-Addressee mail sent on Saturday arrive in time for a timely Monday delivery 
and since if a weekend is not involved both will be delivered on the second 
calendar day, please explain the reasons for your response to the scenario 
presented in subpart f of the original interrogatory. 

RESPONSE: 

a. The service guarantee offers second day delivery service in the scenario 

described. Therefore, the guarantee would provide for Tuesday delivery. 

b. Depending on the Zip Code pairs, this could be the case if both items were 

guaranteed for second day service. 

c. The guarantee is for next day delivery or second day delivery. The answer 

provided in response to DBP/USPS-1 S(f) was addressing the scenario described 

in that particular case. 



RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORIES OF DAVID E. POPKIN 

DBPIUSPS-123 
atlachrnent page 1. [a] What does the acronym PC stand for7 

Please refer to your response to OCA/USPS-236 subpart a 

RESPONSE: 

[a ]  PC stands for Performance Cluster 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORIES OF DAVID B. POPKIN 

DBPNSPS-130 Please refer to your response lo OCNUSPS-236 subpart a 
attachment pages 8 and 9. [dj Regarding the use of canceling machines at the 
Sacramento P&DC to process 381 l 's, [ l ]  Who is the employer of the 
individual[s] who remove the return receipt cards from the mail piece? [Z] Where 
are the canceling machines physically located? 131 Who IS the employer of the 
individual(s] operating the canceling machines? [4j Does an employee of the 
addressee observe the removal of the return receipt cards from the mail piece? 
151 Does an employee of the addressee observe the return receipt cards from 
the time they are removed from !he mall plece until they are run through the 
canceling machine? [6] Does an employee ct :he addressee observe the 
operation of the canceling machines? 

RESPONSE: 

[d] [ I ]  The Postal Service. 

[2] The canceling machine IS located in the postal processing plant 

13) The Postal Service. 

(41 NO 

[5] No. 

[6] No. 



RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORIES OF DAVID 6. POPKIN 

DBPNSPS-138 Please refer to your response to OCNUSPS-236 subpart d 
attachment page 23. [a] Please provide any other  instruction^ or guidelines that 
were prepared for use at Hartford other than the attachments of pages 21 to 27. 
[b] Please confirm, or explain and discuss if you are not able to do so, that my 
interpretation of the Certified Processing Flow is as follows: [ l ]  All certified mail 
pieces will be directed to a number of USPS employees [5 in the chart provided! 
who will scan the article number on those pieces with a Certified Mail label 
containing a barcode. [2] One [or morel USPS employees will manually enter 
into the computer the Certified Mail number on those mail pieces that do not 
have a Certified Mail label with a barcode. 13) A manifest will be printed out 
which contains the article number of 500 pieces [the final printout of a series may 
contain less than 500 pieces]. [4] All of the ceflified mail pieces will then be 
transferred to a number of USPS employees [5 in the chart provided] who will 
remove the PS Form 381 1's from the mail pieces. [Sj Steps 1 through 4 will take 
place at the Postal Service facilii. 16) The mail pieces will be delivered to the 
addressee. (71 A tray will be presented to the addressee containing the copies 
of the manifest and PS Form 381 1's. 

RESPONSE: 

[a] There were no other instructions or guidelines provided for Hartford. 

[bJ Your understanding of the Certified Mail flow as defined for Hartford appears 

to be correct. 
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RESPONSE OF UNITED STATES POSTAL SERVICE 
TO INTERROGATORIES OF DAVID 6. POPKIN 

DBPIUSPS-150 Please refer to your response to DBP/USPS-99 subpart c. [a] This 
interrogatory subpart does not ask what the intention of the wording is; only what the 
wording states. Please respond to the question that was asked. (b] "hat is the 
intention of the wording? [c] Provide details on how a reader of the wording will be 
aware of the intention. 

RESPONSE: 

a) The DMCS does not prescnbe the minimum delay that constitutes a delay for 

b) To deal with rare situations in which delay of Express Mail is caused by matters 

c) The label and the DMM 

purposes of the application of the Itmitation 

beyond the control of the Postal Service 



RESPONSE OF UNITED STATES POSTAL SERVICE 
TO INTERROGATORIES OF DAVID B. POPKIN 

DBPIUSPS-151 Please refer to your response to DBPIUSPS-99 subpart h. [a] This 
interrogatory subpart does not ask what the intention of the wording is; only what the 
wording states. Please respond to the question that was asked. [bJ m a t  is the 
intention of the wording? [c] Provide details on how a reader of the wording will be 
aware of the intention. 

RESPONSE: 

a) Not confirmed 

b )  To deal with extraordinary circumstances beyond the control of the Postal Service 

where there are delays in Express Mail occasioned by the breakdown in 

transportation networks. For example, the grounding of air transportation after the 

September 11 attacks could be an example of a breakdown in a transportation 

network. 

c) The label and the DMM 
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TO INTERROGATORIES OF DAVID B POPKIN 

DBPIUSPS-153 Please refer to your response to DBPIUSPS-103 subpart c. I have 
measured a number of envelopes that I have in the 6-3/4 and 10 size and find that a 
number of them have a thickness of less than 0,009 inches [from 0.005 inches for an air 
mail type envelope to 0.006 inches for a window envelope at the window to 0.008 
inches for a bond envelope to 0.0085 inches for a #lo  envelope] in the thinnest part of 
the envelope [where there is only two layers of paper or where there is one layer of 
paper and one layer of window material or even where there is one layer of paper in the 
case of a window envelope without any window material]. Based on your response, it 
would appear that virtually all normal envelopes will require payment of the surcharge 
since there will be some small part of the envelope where there is no endosure or 
perhaps the envelope is even being mailed without an enclosure. [a] Is this the intention 
to require payment of the nonmachinable surcharge as noted above? [b] Confirm. or 
provide the corrected thickness. that the thickness of the prestamped envelope sold by 
the Postal Service has a thickness of less than 0.009 inches when measured at a point 
where there is only two layers of paper [in a regular prestamped envelope] and where 
there is one layer of paper and one layer of the dear window material [in a prestarnped 
window envelope]. 

RESPONSE: 

The intent of this non-machinable criterion is to surcharge flimsy pieces that would likely 

be damaged during automated processing and therefore must be processed manually. 

a. No. Though possible that certain letters could have a thickness of less than 0.009 

inches, for example, at the edges, these envelopes with contents should rneet.the 

thickness criterion over a majority of the surface and therefore would not be 

assessed the surcharge. 

b. Confirmed. 

. 



RESPONSE OF UNITED STATES POSTAL SERVICE 
TO INTERROGATORIES OF DAVID E POPKIN 

DBPIUSPS-154 Please refer to your response to DBPLJSPS-103 subpart f Please 
clanfy your response. Would the "bulky key" as noted in your response still require the 
surcharge if it was firmly affixed to a piece of cardboard and the rnarlpiece still had a 
thickness of less than 0 25 inches? 

RESPONSE: 

Yes Though the piece is less than 0 25 inches thick a firmly affixed bulky key would 

still result in a piece non-uniform in thickness and create difficulties in both mail 

processing and delivery 
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DBPIUSPS-156 

Please refer to your response to POlR No. 5 - Question 8 as corrected on January 11, 
2002. It is noted that the original response to subparts d and e were by air 
transportation via FedEx through their Memphis Hub and the corrected response is now 
by USPS surface transportation. [a] Does this represent a change in the method of 
transportation between the two pairs of offices or does it represent a correction to the 
original answer. b] If it represents a change in the method of transportation. provide 
the date the change became effective and the reasons for the change [separately for 
subparts d and e of the original response]. [c] If I! represents a correction to the original 
answer, was the mail ever transported by FedEx air via the Memphis hub as noted and 
provide the dates of such transportation [separately for subparts d and e of the original 
response]. 

RESPONSE 

[a] 

[b] Not applicable 

[c] 

This response was a correction to the original answer 

The mail was never routed via the FedEx Memphis Hub as the typical travel path 

for either subparts d or e 
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MMAIUSPS-3. 

Please refer to USPS witness Schenks response to Part C of Interrogatory 
MMNUSPST43-7. There she claims that FY93 volumes comparable lo the BY00 
volumes she provided in worksheet "Delivery Volumes" of Library Reference USPS 
-LR-J-117 are not available to her knowledge. If available, please provide the FY93 
First-Class letter-shaped volumes separately for single piece and presoried that 
were delivered by (1) rural carriers, (2) city carriers, and (3) to post office boxes. If 
such volumes are not available for FY93, please provide the best estimates that are 
available for FY93 and provide actual volumes for the closest FY period prior to and 
after FY93 for which actual data are available. 

Response: 

The data included in this response were not readily available. Obtaining the 

data involved contacting a witness in R-94 and obtaining the output containing the 

requested data. After an exhaustive search, the R94-1 witness found copies of 

relevant printouts in his personal files. Data are normally only archived for five 

years. 

City Carrier First Class Mail Single Piece Letters 

City Carrier First Class Mail Presorted Letters 

Rural Carrier First Class Mail Single Piece Letters 

Rural Carrier First Class Mail Presort Letters 

23,815,756,197 

22,324,832,895 

3,204,542,000 

3,113,859,000 

Please note that the rural letters refer to the measurement definitions utilized 

for the rural carrier cost system, not the DMM definition for letters. There is no 

crosswalk available to convert the N 1993 rural letter volumes to DMM letter 

volumes. 

There are no estimates available for the volumes of mail delivered to PO 

Boxes for FY 1993. 
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INTERROGATORIES OF THE MAJOR MAILERS ASSOCIATION 

REDlRECTEO FROM W7TNESS MILLER 

MMAIUSPS-TZZ-7 On page 9 of your Direct Testimony you indicate why yw 
have modified the classification of two cost poois namely lsuppfl  and lsuppf4 

A 

a. 

C. 

0. 

E. 

Please confirm that these iwo cost pools. ,when combined. cost metered 
lerten and automation letters 4428 and I01 1 cents, respectrvely If you 
cannot confirm. please explain 

Please confirm that your data shows that. for these two cost pools. meter 
letters cost ,3417 cents more than automation letters. If you cannot 
confirm. please explain. 

Please explain fully why metered letters cost on average more than 113 of 
a cent more than automation letters for these two cost pools. 

Please confirm that, in its Docket No. R2000-1 Opinion (PRC LR-18) the 
Commission found that the lsuppfl  and lsuppf4 cust pools combined 
were found to be .2926 cents for metered letters and .1217 cents for 
automation letters, indicating a “ f m d  drfference of ,1709 cents. If you 
cannot confirm. pfease explain. 

In Library Reference USPS LR-J-84. p. 8. your analysis is duplicated 
using the PRC cost methodology. Please explain why the cost pools for 
lsuppf l  and lsuppf4 are each zero. 

RESPONSE: 

Pans A and B are answered by witness Miller and Part C is answered by witness 

Smith. 

0 Confirmed 

E. Despite outward appearances, the costs for these cost pools are not zero. 

The rows for “MODS 99. ISUPP-FI” and ‘MODS 99, 1SUPP-f4’ are not 

appllcable or relevant. Instead of these rows the costs are provided in the 

rows or cost pools ‘MOOS 18.1MISC“ and “MODS l8.1SUPPORT for 

lsuppfl  and likewise in cost pools “MODS 48. LO48 OTH’ and ’MODS 

48. LO48-ADM“ for 1 supp4 
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MMNUSPS-T22-52 Please refer to your response to Part A of Interrogatory 
MMA/USPS-T22-22. There seems to be some confusion with your original 
response as the CRA cost pools from the original question have been modified. 
For example, the cost pools for using the USPS cost methodology should not be 
identical to those of the PRC cost methodology. Yet your response indicates that 
they are identical. 

A. Please review the attachments to this interrogatory and answer the question 
again, using the cost pools as shown separately for the USPS and PRC cost 
methodologies. 

B. Is your original answer correct where you indicate that incoming secondary 
costs for "auto CR", "3-Pass DPS" and "2-Pass DPS" are reported in the 
MODS 19 INTL cost pool? If yes, please explain why such costs are treated 
in your analysis as not related to worksharing. 

C. Please confirm that the CRA cost pools using the USPS cost methodology 
that are reflected by the models are, in every case, cost pools that you have 
deemed to be workshare-related and proportional. If no, please provide a 
listing of cost pools that (1) are either workshare-related (fixed) or non- 
workshare related (fixed) but are included in the mail flow models or (2) are 
workshare-related proportional but are not included in the mail flow models. 

D. Please confirm that the CRA cost pools using the PRC cost methodology that 
are reflected by the models are, in every case, cost pools that you have 
deemed to be workshare-related and proportional. If no, please provide a 
listing of cost pools that (1) are either workshare-related (fixed) or non- 
workshare related (fixed) but are included in the mail flow models or ( 2 )  are 
workshare-related proportional but are not included in the mail flow models. 

8 

RESPONSE: 

Please see Attachment 1. The response concerning the PRC version 

been redirected to the Postal Service. 

Please see Attachment 1. The response concerning the PRC version 

been redirected to the Postal Service. 

Confirmed. Please see USPS-T-22, page 9 at 3-5. 

ias 

ias 

Redirected to the Postal Service 





RESPONSE OF UNITED STATES POSTAL SERVICE 
TO INTERROGATORIES OF OFFICE OF THE CONSLJMER ADVOCATE 

OCAIUSPS-66. 
standard VCR) of television advertising used lo  advertise Priority Mail. 
(a )  

Please provide the actual video (in a format suitable for use in a 

Please provide specific cites to all internal Postal Service documents referring 01 

relating to the truthfulness. accuracy. inaccuracy or deceptiveness of any 
advertisement or advertisements identified and include a copy of each source 
document referenced if one has not been previously riled in this docket. 
Please provide specific cites for all tabulations. lists. summaries. analyses and 
compilations of consumer complaints relating lo the truthfulness, accuracy, 
inaccuracy, or deceptiveness of any advertisement or advertisements identified 
and include a copy of each document referenced if one has not been previously 
filed in this docket. 

(b) 

Response: 

See USPS-LR-J-215. 
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OCAIUSPS-68. 
use in a standard VCR) of television advertising used lo advertise Express Mail. 
(a) Please provide specific cites to all internal Postal Service documents refernng or 

relating to the truthfulness. accuracy. inaccuracy or deceptiveness of any 
advertisement or advertisements identified and include a copy of each document 
referenced if one has not been previously filed in this docket. 
Please provide specific cites for all tabulations. lists. summaries, analyses and 
compilations of consumer complaints relating to the truthfulness. accuracy, 
inaccuracy, or deceptiveness of any advertisement or advertisements identified 
and include a copy of eacn document reierenced if one has not been previously 
filed in this docket. 

Please provide a copy of the actual video (in a format suitable for 

(b) 

Response: 

See response to OCNUSPS-66. 

7 
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OCAIUSPS-'IO. 
cassette tape recorder) used to advertise Priorily Mail. 
(a) 

Please provide copies of radio advertising (in a format suitable for a 

Please provide specific cites to all internal Postal Service documents referring or 
relating to the truthfulness, accuracy, inaccuracy or deceptiveness of any 
advertisement or advertisements identified and include a copy of each document 
referenced if one has not been previously filed in this docket. 
Please provide specific cites for all tabulations. lists, summaries. analyses and 
compilations of consumer complaints relating !o the truthfulness. accuracy, 
inaccuracy, or deceptiveness of any advertisement or advertisements identified 
and include a copy of each document referenced if one has not been previously 
filed in this docket. 

(b)  

Response: 

See resDonse to OCNUSPS-66. 
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OCAIUSPS-72. 
cassette tape recorder) used to advertise Express Mail. 
(a) 

Please provide copies of radio advertising [in a format suitable for a 

Please provide specific cites to all internal Postal Service documents referring or 
relating to Ihe truthfulness, accuracy, inaccuracy or deceptiveness of any 
advertisement or advertisements idenlified and include a copy of each documenr 
referenced if one has not been previously filed in this docket. 
Please provide specific cites for all tabulations. lists, summaries, analyses and 
compilations of consumer complaints relating to the truthfulness. accuracy, 
inaccuracy, or deceptiveness of any advertisement or advertisements identified 
and include a copy of each document referenced if one has not been previously 
filed in this docket. 

(b) 

Response: 

See response to OCNUSPS-66. 

. 
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OCAIUSPS-77. 
Warn Public on Biohazards in Mail.'from section A-7 of The Washington Post. 
Please provide a copy of the warning being sent to the "135 million U.S. homes, 
businesses and other addresses.." Include in your response an estimate of the 
cost to prepare and send the warning. In Ihe estimate, please exclude the cost 
of the gloves and masks provided io all mail-handling employees. Please cite 
your saurces and provide a copy of the source i f  one has not been previously 
filed in this docket. 

RESPONSE: 

Expenses for printing and mailing the biohazard wsrning tctaled: 

$41,945.027.73. A copy of the mailing is anached. The cost information was 

provided by the headquarters Print Shop over the telephone to the managers 

responsible for the mailing, while the copy of the mailing was hand carried. 

The following refers to an October 16. 2001. article "USPS lo 

R2001-1 
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What should make me suspect a piece of  mail? 
I It’s rrnexpcclerl or  froni sorncone you don‘t know. 

It’s addressed to someoiie no  longer at  y o u r  address. 
It’s tiaodwritteii nilit has 110 relum address or bears one 
that you can’t coiiliriri is legiticnate. 
It’s lopsided or Irrmpy in appearance. 
It’s sealed with excessive amounts of tape. 
It’s marked wi th  restrictive endorsements such as 
“Personal” or “Confidential.“ 

a It has excessive postage. 

What should I do with a suspicious piece of mail? 
m Don’t handle a letter or package that you suspect is 

Don’t shake it, bump it, or sniff it. 
Wash your hands thoroughly with soap and water. 

R “ T t i f y  local l aw  enforcement authorities. 

contaminated. 

. 
r\’ 
1. 

3 
.d , 
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OCNUSPS-31 I .  Please refer to the response to interrogatory OCAkJSPS-300. It 
is stated that: 

The Postal Service provides postmasters with information on 
service objectives. and retail associates regularly use these service 
objectives to provide estimates of delivery time frames in assisting 
customers with their decisions about which service would bes: 
meet the customer's needs. 

(a) Provide all documentation that The Postal Service provides postmasters on 
service objectives" with respect to First-class oeiivery times. 

(b) Is it the Postal Service's policy to inform customers about the specific First- 
Class service standard that applies when a question is posed by a customer 
about a First-Class mailing between a specific ZIP code [sic] pair or specific 
cityhown pair? Please explain fully. 

(c) Is it the Postal Service's policy to give customers who inquire about the length 
of time for delivery of a First-class Mail piece for a specific ZIP code [sic] pair or 
city/town pair the answer that First-class Mail is delivered sometime during the 
Docket No. R2001-1 period "one to three days' without specifying that one, two 
or three days is the service standard for the stated ZIP code [sic] or cityltown 
pair? Please explain fully. 

(d) Provide any existing documentation concerning Postal Service policy as 
described in parts'(b) and (c)of this interrogatory. 

RESPONSE: 

Information responsive to this interrogatory has recently been provided in 

connection with: responses to OCNUSPS-24-25. 141, and 297-302; the 

objection to OCNUSPS-307 (filed January 16, 2002); and Docket No. C2001-3. 

Since information can flow in a variety of ways, including personal conversations; 

meetings: documentation prepared locally, at district or area ofices; internet and 

intranet web sites; etc.. there is no realistic means of cataloging all of them. The 

Postai Service does no! have a policy of informing customers about matters in 

wnich they have not expressed an interest. However, if an inquiry regaraing 

First-class Mail service standards is made, accurate responses can be provided. 

a 
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Attached as Exhibit 1 to Response to OCNUSPS-311 is a sample zone 

chart. this one for three-digit ZIP Code 222; it identifies ,which zone other three- 

digit ZIP Codes lie in with respect to, in this case, threedigit ZIP Code 222. 

Each facility makes avaiiable its own zone chart for free distribution. A zone chart 

can be used together with, for example. Exhibit 2 to Response to OCNUSPS- 

31 1, which consists of a printout from the publicly available online Domestic Mad 

Manual showing postage for heavier weight First-class Mail pieces to respective 

zones. 

In short. service standard information is accordingly widely available lo 

customers and to postal employees. If an inquiry is made regarding standards 

applicable to a particular origin/destination pair, the information is readily 

available. 
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004-OC5 . . 3 
ox - 009 i 

010 n i  I 4 

012 3 
013 -046 4 

047 . . . . .  5 

~ 

048 -059 4 

060-061 . . .  3 

062 . . . . . . . .  4 

063 - 079 . . . . . . . .  3 

080 . 086 .......... 2 

087 - 119 ....... 3 
1 2 0 - 1 2 3 .  . .  . A  

124 - 127 ~~ 3 

1 2 8 -  129 .. . 4  

1 3 0 -  132 . . . . . . .  3 

133- 136 ~. 4 

137 - 142 . . . . . . . .  3 
143 . . 4  

144 - 153 . . . . .  3 

'54 - 156 2' 

1 5 7 -  1% . . .  3 
153 . . . . . . . . . . . . . .  2 
160 - 165 3 
'66 2 

:67 . . . . . . . . . .  3 

168 . . . . . . . . . .  2 

769 . .  3 
1 7 0 -  176 i 

177 3 

178 .  1 i 9 .  . 2 

t a o .  181 3 

3 az 1 

183 - l a 8  3 

1 8 9 -  199 . 2 
200 - 214 1 

215 . . 2 

216 - 217 .. 1 

2 1 8 - 2 1 9  . . 2 

220 - 227 . . . . . . . . .  1 

228 - 239 . . . . . . .  2 

240 ~ 241 2 

242 - 213 ......... 3 

244 2 

2 4 5 .  . . .  2 

Z4G - 253 . 3  

254 . . . . . . .  1 

2 5 5 - 2 6 1  . . . .  3 
262 - 265 . .  2 

266 . . . . . . . . . . . .  3 
267 - 268 . . . . . .  2 

;;c - 286 3 
287 - 296 ....... 4 

297 . . .  3 
296-315, .. . . A  

316 ~ 31: . . . . . . . . .  5 

318.319 . .  . . ~ 4  

-720 - 355 .......... 5 
356-259 ... . 4  

3 5 0 - 3 6 1  . . . .  5 

36: 4 

363 - 3 G i  5 

368 4 

350 5 

370 - 3 7 L  1 

375 5 
376 ~ 379 0 

330-  383 . 5 

384.  3 8 5 .  . . . . .  4 

386 - 397 ~ 

399 - 410 . . . . . .  4 

411-412  . . . .  . 3  

413 - 4 1 4 .  . . .  4 

415 - 416 3 

A 7 7  - A 1 R  4 

420 . . . .  5 

421 - 436 4 

437-447  . . 3 
4 4 0 - 4 5 5  ~ . ~ .  A 

456 - 4 5 7 . .  . . .  3 

458 - 497 . . . . .  4 

498-509  . . 5 
510 - 51 1 . . . . . . .  6 

512 ~ 533 5 

534 . . . . . . . . .  J 

535-561 . . . . .  5 

562 .................. 6 

563 . 564 .......... 5 
565 ~ 587 .......... 6 

C 

5aa - 595 . . . . . . . .  7 

5% - 599 P 

500 ~ 5.33 6, 

5 1 c - 6 ' 7  E 

5 1 & - € 1 4  .I 

620 ~ 56T i 

668 - E 7 2  5 

673 5 

674 - 693 c 
700.  704 5 

705 - 706 6 

7 0 7 - 7 2 9  . . 5  
7 3 0 .  7 4 2  6 

7 4 3 - 7 4 4  . 5 

7 4 5  - 748 5 
749 c. 

750 - 784 6 

7 8 5 . .  . .  

786 - 787 6 
7aa . .  . . 7  

7 8 9 -  796 ~ . .  6 

797 - BC€ 

a07 6 

808 ~ 831 . . . . . .  7 
832 - a44 8 

- 

- 

845 

846 - 864 ..... 8 

- 

865 - e85 . . . . . . .  7 
8 8 9 - 9 9 9  . . . .  8 

........ _- 
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OCANSPS-313. The following refers to !he USPS response to OCAfUSPS-T30-17, 
redirected to the Postal Service. In the response, it is stated that figures on modes of 
transportation for Priority Mail are not available. 

Please give ballpark estimates for the test year of !he percentage of Priority Mail 
pieces that will be transported on (1) surface transportation, (2) passenger air 
transportation, and (3) by FedEx air. (If test year projections are too uncertain, 
then please provide an answer based upon current plans). 

Even though precise figures are unavailable for modes of transportation. please 
give the general guidelines followed by the Postal Service for determining when 
to transport Priority Mail by surface modes, on passenger planes, or by Fed= 
air. Specifically address how the distances between originating and destinating 
facility are taken into account in selectrng the mode of transportation. 

Please provide ballpark.estirna!es of the distances (and zones) primarily 
associated with surface transportation of Priority Mail and the distances (and 
zones) primarily associated with !he air transportation of Pn'ority Mail. Which 
zones have a fairly even mix of surface and air transportation? (Ballpark 
estimates are acceptable). 

RESPONSE: 

(a) As stated in response to OCA/USPS-T30-17, data are not available regarding !he 

mix of modes used to transport Priority Mail. Therefore, there is limited basis to 

provide "ballpark" estimates. However, based on figures presented in USPS LR- 

J-94. Table 305, Test Year air volume traveling in containers bearing a 'P" ACT 

type will be divided relatively equally between passenger air and Fed& air 

transportation on a weight basis. Determining the split of Priority Mail volume 

between surface and air is more problematic because no data are available 

regarding the volume of mail that travels on surface transportation. 
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(b) The guidelines followed by Postal Service employees regarding routing mail onto 

the appropriate tra'nsportation are described in Section 222 of Postal Service 

Handbook M-22. Dispatch and Routing Policy. which states, T h e  transportation 

policy of the U.S. Postal Service is to route the mail within the specified service 

windows for each class of mail, using the mode of transportation that provides 

the best combination of service and cost.' 

(c) USPS LR-J-96, which calculates Priority Mail volumes by zone. shows that air 

volume traveling in containers bearing a "P" ACT type is most heavily 

concentrated in Zones 5-8 on a weight basis. This Library Reference also shows 

that relatively small amounts of "P" ACT type weight are transported in Zones 1 - 

3. Because no data are available on the volume of Priority Mail that travels on 

surface transportation by zone, it is difficult to determine the mix of modes by 

zone. However, it is likely that Priority Mail in zones 1-3 is primarily transported 

via surface transportation, that Priority Mail in zones 5-8 is primarily transported 

via air transportation, and that zone 4 volume contains a mix of both surface and 

air volume. 
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REVISED RESPONSE OF UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T30-19. 

Please refer to witness Spatola's response to POIR No. 5. Question 8. For each of the 
city pairs listed, give the: 

(a) 
(b) the Priority Mail zone. 
(c) 

number of air miles traveled. 

the number of miles between the originating iacilily and the destinating facility 

RESPONSE: 

(a) For purposes of this response, the air miles traveled is assumed to be the Great 

Circle Miles on each air transportation leg of the routings specified in witness 

Spatola's response to POlR No. 5,  Question 8. The resulting air mile calculations 

are presented in the table below in the column labeled (a). The first number in 

each routing is the sum of the air miles for each of the individual air legs. The 

miles on each air leg are listed below the total. 

(b) For the purposes of this response, the Priority Mail zone has been determined by 

comparing the number of miles calculated in part (c) to the standard Postal 

Service zone distances. The results are presented in the table below in the 

column labeled (b) 

(c) For the purposes of this response, the number of miles between the originating 

facility and destinating facility is assumed to be the Great Circle Miles between 

those two facilities. The results are presented in the table below in the column 

labeled (c) 
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Roulinas (a) ib) (a, 
Miami, Flonda and Chicago. Illinois: 1.331 6 1,190 

FedEx Miami to the FedEx Memphis Hub 
FedEx Memphis Hub to FedEx Chicago 

866 
465 

-~ 
Houston, Texas and Des Moines. Iowa: 979 5 816 

FedEx Houston to the FedEx Memphis Hub 
FedEx Memphis Hub to FedEx Des Moines 

499 
180 

- ~~ ~~ __ 
Los Angeles. California and Eureka. California: 0 4 575 

___ ~ ~- ~~ -~ ~ ~ 

Washington, DC and Bangor. Maine: 0 5 603 

Nashville. Tennessee and Wichita, Kansas: 457 5 607 
_ _ _ ~  ~ -__. - 

FedEx Memphis Hub to FedEx Wichita 457 

January 17, 2002 

REVISED RESPONSE OF UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF OFFICE OF THE CONSUMER ADVOCATE 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 9. QUESTION 4 

January 31, 2002 

4. Please refer to the spreadsheel fcmrev2.xls in USPS-LR-J-84 (rev. 11/15/01), The 
sheet 'NONAUTO LTR DEAVG' uses volumes from the 'ENTRY PROFILE' sheet io 
calculate a weighted model cost. The 'ENTRY PROFILE' sheet identifies 55.56% of 
"Nonautomation Non-OCR Not Upgradable" letters as nonmachinable. whereas 1 O @ O 0  

of these (Not Upgradable) letters are treated as nonmachinable in the 'NONAGTO LTR 
DEAVG' weighted model cost calculation. 

(a) Please explain thls apparent inconsistency Include a discussion of the treatment 
of "Nonautomalion Non-OCR Not Upgradaole" letters in the parallel Standard 
Mail workpapers (sldrev.xls). 

(b) Provide a definition of "Nonautomation Non-OCR Not Upgradable" letters, and 
describe the characteristics that would make a letter machinable but "No! 
Upgradable". 

(c) Please provide revisions, if necessary, and discuss any impact of the revisions 
including changes in costs, revenues, worksharing-related savings. DPS 
percentages, and unit delivery costs. 

RESPONSE: 

The volume data contained in USPS LR-J-84, pages 50 (First-class entry profile 

spreadsheet), 86 (Standard Nonprofit entry profile spreadsheet), and 87 (Standard 

Regular entry profile spreadsheet), were taken from mail characteristics studies 

conducted in 1997. At that time, nonautomation presort letters were entered in either 

Optical Character Reader (OCR) upgradable trays (labeled "OCR UPGR") or Non-OCR 

upgradable (labeled "NON-OCR") trays. There was no rate distinction between "OCR 

UPGR" and "NON-OCR" mail. However, "OCR UPGR" mailings had to consist of full 

trays. In contrast, "NON-OCR" mailings required packaging. 

In addition, some mail pieces that were entered in "NON-OCR" trays were, in fact, OCR 

upgradable. These mail pieces were typically separated from the non-upgradable mail 

pieces by postal clerks and processed with the remaining OCR upgradable mail. 

Consequently, the entry profile data were separated into three categories: upgradable 

mail in "OCR UPGR" trays, upgradable mail in "NON-OCR" trays, and non-upgradable 

mail in "NON-OCR" trays. 
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TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 9, QUESTION 4 

January 31,2002 

RESPONSE TO POlR NO. 9, QUESTION 4 (CONTINUED) 

In accordance with Postal Bulletin 22016 (dated 1-27-30). the Postal Service formally 

allowed mailers the option of requesting that their mailings be processed manually. As 

a result of this change. nonautomation presort letter trays are now labeled as either 

"UPGR" (OCR upgradable mail), "MANUAL" (marl to b e  processed manually at the 

request of the mailer), or "NON BC" (all other mail oieces) There are currently no rale 

distinctions between these three forms of entry. 

In this docket, the Postal Service has proposed the expansion of the nonstandard 

surcharge definition to include all nonmachinable mail pieces, whether those mail 

pieces are to be processed manually at the request of the mailer or not. (See USPS-T- 

39. Section ll.A.3 for the specific requirements.) The end result will be a system where 

nonautomation presort letter trays will be labeled as either "UPGR" (OCR upgradable) 

or "MANUAL." All mail pieces in "MANUAL" trays will require manual processing and 

will be assessed a higher postage rate. Postal clerks will no longer have to cull through 

"MANUAL" trays to find residual OCR upgradable mail. 

(b) The "nonmachinable" mail volume estimates found in USPS LR-J-84, pages 50 

(First-class Mail), 86 (Standard Mail Nonprofit), and 87 (Standard Mail Regular) 

represent those mail pieces that do not meet the machinability requirements found in 

USPS-T-39. Section ll.A.3. The entry profile data found in USPS LR-J-84 were taken 

from mail characteristics studies conducted in Docket No. R97-1. Those studies also 

defined mail pieces as not being upgradable if they contained additional mail piece 

characteristics not found in USPS-T-39, Section ll.A.3. These characteristics were 

related to address readability and mail piece codability and included: problem OCR read 

areas, obstructed barcode clear zones, problem address/window inserts, problem fonts, 

:. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 9. QUESTION 4 

January 31,2002 

RESPONSE TO POlR NO. 9, QUESTION 4 (CONTINUED) 

problem paper textures, and other characteristics specified by the respondent All mail 

pieces that were classified as "NON-OCR Not Upgracabie" in the entry profile 

spreadsheets (whether they were non-machinaale or were machinable but not 

upgradable) had to be processed manually Consequently the cost studies found in 

USPS LR-J-84 were developed correctly 

(c)  No. 



.- 


